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Rules  and  Regulations 


Title  16— COMMERCIAL 
PRACTICES 

Chapter  I — Federal  Trade  Commission 

[Dockets  8022  c.o.,  8035  c.o.] 

PART  13— PROHIBITED  TRADE 
PRACTICES 

Concord  Distributing  Co.  et  al. 

Subpart — Bribing  customers’  employ¬ 
ees:  §  13.315  Employees  of  private 
concerns. 

(Sec.  6,  38  Stat.  721;  15  U.S.C.  46.  Interprets 
or  applies  sec.  5,  38  Stat.  719,  as  amended;  15 
TJJB.C.  45)  [Cease  and  desist  orders:  Con¬ 
cord  Distributing  Company  et  al.,  Cleveland, 
Ohio,  Docket  8022,  Nov.  17,  1960;  and  Prestige 
Records,  Inc.,  et  al.,  Bergenfield,  N.J.,  Docket 
8035,  Nov.  17,  1960] 

In  the  Matters  of  Concord  Distributing 
Company,  a  Corporation,  and  Arthur 
Freeman  and  Ben  Herman,  Individ¬ 
ually,  and  as  Officers  of  Said  Corpora¬ 
tion;  and  Prestige  Records,  Inc.,  a 
Corporation,  and  Robert  Weinstock, 
Selig  Weinstock,  and  Joan  Weinstock, 
Individually  and  as  Officers  of  Said 
Corporation 

Consent  orders  requiring  distributors 
(D.  8022)  in  Cleveland,  Ohio,  and  manu¬ 
facturers  (D.  8035)  in  Bergenfield,  N.J., 
to  cease  giving  concealed  payola  to  disc 
jockeys  of  radio  and  television  musical 
programs  to  induce  frequent  playing  of 
their  phonograph  records  in  order  to  in¬ 
crease  sales. 

The  order  to  cease  and  desist,  identi¬ 
cal,  and  including  all  respondents,  in  the 
two  captioned  cases,  is  as  follows: 

It  is  ordered.  That  respondents  Con¬ 
cord  Distributing  Company,  a  corpora¬ 
tion,  and  its  officers,  and  Arthur 
Freeman  and  Ben  Herman,  individually, 
and  as  officers  of  said  corporation;  and 
respondents  Prestige  Records,  Inc.,  a 
corporation,  and  its  officers,  and  Robert 
Weinstock,  Selig  Weinstock,  and  Joan 
Weinstock,  individually  and  as  officers  of 
said  corporation;  and  respondents’ 
agents,  representatives  and  employees, 
directly  or  through  any  corporate  or 
other  device,  in  connection  with  phono¬ 
graph  records  which  have  been  dis¬ 
tributed  in  commerce,  or  which  are  used 
by  radio  or  television  stations  in  broad¬ 
casting  programs  in  commerce,  as  “com¬ 
merce”  is  defined  in  the  Federal  Trade 
Commission  Act,  do  forthwith  cease  and 
desist  from: 

1.  Giving  or  offering  to  give,  without 
requiring  public  disclosure,  any  sum  of 
money  or  other  material  consideration  to 
any  person,  directly  or  indirectly,  to  in¬ 
duce  that  person  to  select,  or  participate 
in  the  selection  of,  and  the  broadcasting 
of,  any  such  records  in  which  respond¬ 
ents,  or  any  of  them,  have  a  financial 
interest  of  any  nature; 

2.  Giving  or  offering  to  give,  without 
requiring  public  disclosure,  any  sum  of 


money,  or  other  material  consideration, 
to  any  person,  directly  or  indirectly,  as 
an  inducement  to  influence  any  employee 
of  a  radio  or  television  broadcasting  sta¬ 
tion,  or  any  other  person,  in  any  manner, 
to  select,  or  participate  in  the  selection 
of,  and  the  broadcasting  of,  any  such 
records  in  which  respondents,  or  any  of 
them,  have  a  financial  interest  of  any 
nature. 

There  shall  be  “public  disclosure” 
within  the  meaning  of  this  order,  by  any 
employee  of  a  radio  or  television  broad¬ 
casting  station,  or  any  other  person,  who 
selects  or  participates  in  the  selection  and 
broadcasting  of  a  record  when  he  shall 
disclose,  or  cause  to  have  disclosed,  to 
the  listening  public  at  the  time  the  record 
is  played,  that  his  selection  and  broad¬ 
casting  of  such  records  are  in  considera¬ 
tion  for  compensation  of  some  nature,  di¬ 
rectly  or  indirectly  received  by  him  or  his 
employer. 

By  “Decision  of  the  Commission”,  etc., 
in  each  case,  reports  of  compliance  were 
required  as  follows: 

It  is  ordered.  That  respondents  Con¬ 
cord  Distributing  Company,  a  corpora¬ 
tion,  and  Arthur  Freeman  and  Ben  Her¬ 
man,  individually,  and  as  officers  of  said 
corporation;  and  respondents  Prestige 
Records,  Inc.,  a  corporation,  and  Robert 
Weinstock,  Selig  Weinstock,  and  Joan 
Weinstock,  individually  and  as  officers  of 
said  corporation,  shall  within  sixty  (60) 
days  after  service  upon  them  of  these 
orders,  file  with  the  Commission  reports 
in  writing,  setting  forth  In  detail  the 
manner  and  form  in  which  they  have 
complied  with  the  orders  to  cease  and 
desist. 

Issued:  October  28, 1960. 

By  the  Commission. 

[seal]  Robert  M.  Parrish, 

Secretary. 

[F.R.  Doc.  61-4376;  Filed,  May  11.  1961; 

8:47  a.m.l 

[Docket  7659  o.] 

PART  1 3— PROHIBITED  TRADE 
PRACTICES 

Nichols  &  Co.,  Inc.,  et  al. 

Subpart — Misbranding  or  mislabeling : 
§  13.1185  Composition:  §  13.1185-90  Wool 
Products  Labeling  Act;  §  13.1212  Formal 
regulatory  and  statutory  requirements: 
§  13.1212-90  Wool  Products  Labeling  Act. 
Subpart — Neglecting,  unfairly  or  decep¬ 
tively,  to  make  material  disclosure: 
§  13.1852  Formal  regulatory  and  statu¬ 
tory  requirements:  §  13.1852-80  Wool 
Products  Labeling  Act.  , 

(Sec.  6,  38  Stat.  721;  15  U.S.C.  46.  Interpret 
or  apply  sec.  5.  38  Stat.  719,  as  amended;  secs. 
2-5,  54  Stat.  1128-1130;  15  U.S.C.  45,  68) 
[Cease  and  desist  order,  Harry  Carr,  trading 
and  doing  business  as  Harry  Carr  and  as 
West  First  Processing  Company,  Boston, 
Mass.,  Docket  7659,  January  24,  1961] 


In  the  Matter  of  Nichols  &  Company, 
Inc.,  a  Corporation,  and  Arthur  O. 
Wellman,  Arthur  O.  Wellman,  Jr.,  and 
John  N.  Nichols,  Jr.,  Individually  and 
as  Officers  of  Said  Corporation;  Sum¬ 
ner  E.  Burdette,  Individually,  and 
Harry  Carr,  Trading  and  Doing  Busi¬ 
ness  as  Harry  Carr  and  as  West  First 
Processing  Company 

Order  requiring  an  individual  engaged 
in  garnetting  wool  stocks  on  commission 
for  other  firms,  to  cease  violating  the 
Wool  Products  Labeling  Act  by  labeling 
as  “80%  Camel  Hair,  20%  Wool”,  wool 
stocks  whicl^  contained  in  part  reproc¬ 
essed  woolen  fibers,  and  by  failing  in 
other  respects  to  comply  with  labeling 
requirements. 

Settled  as  to  all  other  respondents  by 
consent  order  dated  March  25,  1960  (25 
F.R.  4380,  May  18,  1960) . 

The  order  to  cease  and  desist  is  as 
follows; 

It  is  ordered.  That  respondent  Harry 
Carr,  trading  and  doing  business  as 
Harry  Carr  and  as  West  First  Process¬ 
ing  Inc.,  erroneously  named  in  the  com¬ 
plaint  as  West  First  Processing  Com¬ 
pany,  or  under  any  other  name,  and 
respondent’s  representatives,  agents,  and 
employees,  directly  or  through  any  cor¬ 
porate  or  other  device,  in  connection 
with  the  introduction  or  manufacture 
for  introduction  into  commerce,  or  the 
offering  for  sale,  sale,  transportation, 
or  distribution  in  commerce,  as  “com¬ 
merce”  is  defined  in  the  Federal  Trade 
Commission  Act  and  the  Wool  Products 
Labeling  Act  of  1939,  of  woolen  stocks 
or  other  “wool  products”  as  such  prod¬ 
ucts  are  defined  in  and  subject  to  said 
Wool  Products  Labeling  Act,  do  forth¬ 
with  cease  and  desist  from  misbrand¬ 
ing  such  products  by: 

1.  Falsely  or  deceptively  stamping, 
tagging,  labeling,  or  otherwise  falsely 
identifying  such  products  as  to  the  char¬ 
acter  or  amount  of  the  constituent  fibers 
contained  therein ; 

2.  Failing  to  affix  labels  to  such  prod¬ 
ucts  showing  each  element  of  informa¬ 
tion  required  to  be  disclosed  by  section 
4(a)  (2)  of  the  Wool  Products  Labeling 
Act  of  1939. 

By  “Final  Order”,  report  of  compli¬ 
ance  was  required  as  follows: 

It  is  further  ordered.  That  respondent 
Harry  Carr  shall,  within  sixty  (60)  days 
after  service  upon  him  of  this  order, 
file  with  the  Commission  a  report,  in 
writing,  setting  forth  in  detail  the  man¬ 
ner  and  form  in  which  he  has  complied 
with  the  order  to  cease  and  desist. 

Issued:  January  24,  1961. 

By  the  Commission. 

[seal]  Robert  M.  Parrish, 

Secretary. 

[F.R.  Doc.  61-4377;  Piled,  May  11,  1961; 

8:47  ajn.] 
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RULES  AND  REGULATIONS 


PART  13— PROHIBITED  TRADE 
PRACTICES 

Timken'  Roller  Bearing  Co. 

Subpart — ^Dealing  on  exclusive  and 
tying  basis:  §  13.670  Dealing  on  exclu¬ 
sive  and  tying  basis:  §  13.670-10  Clayton 
Act.  sec.  3. 

(Sec.  6,  38  Stat.  721;  15  U.S.C.  46.  Interprets 
or  applies  sec.  3,  38  Stat.  731;  15  U.S.C.  14) 
(Cease  and  desist  order.  The  Timken  Boiler 
Bearing  Company,  Canton,  Ohio,  Docket 
6504,  January  24,  1961] 

Order  requiring  the  nation’s  largest 
manufacturer  of  tapered  roller  bearings, 
with  principal  oflRce  in  Canton,  Ohio,  to 
cease  making  sales  and  contracts  for 
sale  of  “Timken”  tapered  roller  bearings 
for  replacement  purposes  on  the  condi¬ 
tion  that  the  purchasers — a  large  num¬ 
ber  of  automotive  parts  distributors  and 
jobbers  located  throughout  the  U.S. — 
not  use  or  deal  in  similar  products  sold 
by  its  competitors. 

The  order  to  cease  and  desist,  includ¬ 
ing  compliance  requirement,  is  as  fol¬ 
lows: 

It  is  ordered.  That  the  respondent.  The 
Timken  Roller  Bearing  Company,  a  cor¬ 
poration,  and  its  officers,  agents,  repre¬ 
sentatives  and  employees,  directly  or 
through  any  corporate  or  other  device, 
in  connection  with  the  offering  for  sale, 
sale  or  distribution  for  replacement  pur¬ 
poses  of  tapered  roller  bearings  in  com¬ 
merce,  as  “commerce”  is  defined  in  the 
Clayton  Act,  do  forthwith  cease  and 
desist  from : 

1.  Selling  or  making  any  contract  or 
agreement  for  the  sale  of  any  such  prod¬ 
ucts  on  the  condition,  agreement  or 
understanding  that  the  purchaser  there¬ 
of  shall  not  use,  deal  in,  sell  or  distribute 
similar  products  supplied  by  any  com¬ 
petitor  or  competitors  of  respondent. 

2.  Enforcing,  or  continuing  in  oper¬ 
ation  or  effect,  any  condition,  agreement 
or  understanding  in,  or  in  connection 
with,  any  existing  contract  of  sale,  which 
is  to  the  effect  that  the  purchaser  of 
such  products  shall  not  use,  deal  in,  sell 
or  distribute  similar  products  supplied 
by  any  competitor  or  competitors  of 
respondent. 

It  is  further  ordered.  That  respondent. 
The  Timken  Roller  Bearing  Company, 
shall,  within  sixty  (60)  days  after  serv¬ 
ice  upon  it  of  this  order,  file  with  the 
Commission  a  report,  in  writing,  setting 
forth  in  detail  the  manner  and  form  in 
which  it  has  complied  with  this  order 
to  cease  and  desist. 

Issued:  January  24.  1961. 

By  the  Commission. 

[seal]  Robert  M.  Parrish, 

Secretary. 

(F.R.  Doc.  61-4378;  Filed,  May  11,  1961; 
8:48  a.m.| 

[Docket  7984  c.o.( 

PART  13— PROHIBITED  TRADE 
PRACTICES 

Albert  Vitoff  et  al. 

Subpart — Invoicing  products  falsely: 
§  13.1108  Invoicing  products  falsely: 


§  13.1108-45  Fur  Products  Labeling  Act. 
Subpart — Misbranding  or  mislabeling : 

§  13.1212  Formal  regulatory  and  statu¬ 
tory  requirements:  §  13.1212-30  Fur 
Products  Labeling  Act.  Subpart — Neg¬ 
lecting,  unfairly  or  deceptively,  to  make 
material  disclosure:  §  13.1845  Composi¬ 
tion:  §  13.1845-30  Fur  Products  Labeling 
Act:  §  13.1852  Formal  regulatory  and 
statutory  requirements:  §  13.1852-35  Fur 
Products  Labeling  Act. 

(Sec.  6,  38  stat.  721;  15  U.S.C.  46.  Interpret 
or  apply  sec.  5,  38  Stat.  719,  as  amended; 
sec.  8.  65  Stat.  179;  15  U.S.C.  45,  69f )  (Cease 
and  desist  order,  Albert  Vitoff  and  Joseph 
Danzer  trading  as  Vitoff  &  Danzer,  New  York, 
N.Y.,  Docket  7984,  January  24,  1961] 

In  the  Matter  of  Albert  Vitoff  and  Joseph 
Danzer,  Individually  and  as  Copart¬ 
ners  Trading  as  Vitoff  &  Danzer 

Consent  order  requiring  New  York  City 
furriers  to  cease  violating  the  Fur  Prod¬ 
ucts  Labeling  Act  by  failing  to  set  forth 
separately  on  labels  information  con¬ 
cerning  different  animal  furs  in  a  fur 
product;  falsely  invoicing  fur  products 
with  respect  to  names  of  animals  produc¬ 
ing  certain  furs;  failing  to  set  forth 
properly  on  invoices  the  term  “Dyed 
Mouton  processed  Lamb”  where  used; 
and  failing  in  other  respects  to  comply 
with  labeling  and  invoicing  requirements. 

The  order  to  cease  and  desist  is  as 
follows; 

It  is  ordered.  That  Albert  Vitoff  and 
Joseph  Danzer,  individually  and  as  co¬ 
partners,  trading  as  Vitoff  &  Danzer  or 
under  any  other  trade  name,  and  re¬ 
spondents’  representatives,  agents  and 
employees,  directly  or  through  any  cor¬ 
porate  or  other  device,  in  connection  with 
the  introduction,  or  manufacture  for  in¬ 
troduction,  into  commerce,  or  the  sale, 
advertising,  offering  for  sale,  transporta¬ 
tion  or  distribution  of  fur  products,  in 
commerce,  or  in  connection  with  the 
sale,  manufacture  for  sale,  advertising, 
offering  for  sale,  transportation  or  dis-' 
tribution  of  fur  products  which  have 
been  made  in  whole  or  in  part  of  fur 
which  has  been  shipped  and  received  in 
commerce,  as  “commerce”,  “fur”  and 
“fur  product”  are  defined  in  the  Fur 
Products  Labeling  Act,  do  forthwith 
cease  and  desist  from : 

1.  Misbranding  fur  products  by: 

A.  Failing  to  affix  labels  to  fur  prod¬ 
ucts  showing  in  words  and  figures  plainly 
legible  all  the  information  required  to  be 
disclosed  by  each  of  the  subsections  of 
section  4(2)  of  the  Fur  Products  Label¬ 
ing  Act; 

B.  Setting  forth  on  labels  affixed  to 
fur  products  information  required  under 
section  4(2)  of  the  Fur  Products  Label¬ 
ing  Act  and  the  rules  and  regulations 
thereunder  in  handwriting; 

C.  Failing  to  set  forth  separately  on 
labels  attached  to  fur  products  composed 
of  two  or  more  sections  containing  dif¬ 
ferent  animal  furs  the  information  re¬ 
quired  under  section  4(2)  of  the  Fur 
Products  Labeling  Act  and  the  rules  and 
regulations  promulgated  thereunder 
with  respect  to  the  fur  comprising  each 
section; 

D.  Failing  to  set  forth  on  labels  affixed 
to  fur  products  the  item  number  or  mark 
assigned  to  a  fur  product; 


2.  Falsely  or  deceptively  invoicing  fur 
products  by: 

A.  Failing  to  furnish  to  purchasers  of 
fur  products  invoices  showing  all  the  in- 
formation  required  to  be  disclosed  by 
each  of  the  subsections  of  section  5(b) 

(1)  of  the  Fur  Products  Labeling  Act- 

B.  Falsely  or  deceptively  invoicing’ or 
otherwise  falsely  or  deceptively  identify, 
ing  any  such  product  as  to  the  name  or 
names  of  the  animal  or  animals  that 
produced  the  fur  from  which  such  prod¬ 
uct  was  manufactured; 

C.  Setting  forth  on  invoices  informa¬ 
tion  required  under  section  5(b)  (l)  of 
the  Fur  Products  Labeling  Act  and  the 
rules  and  regulations  promulgated  there¬ 
under  in  abbreviated  form; 

D.  Failing  to  set  forth  the  term  “Dyed 
Mouton  processed  Lamb”  where  an  elec¬ 
tion  is  made  to  use  that  term  instead  of 
Dyed  Lamb; 

E.  Failing  to  set  forth  on  invoice^  the 
item  number  or  mark  assigned  to  a  fur 
product. 

By  “Decision  of  the  Commission”,  etc., 
report  of  compliance  was  requir^  as 
follows : 

It  is  ordered.  That  respondents  Albert  | 
Vitoff  and  Joseph  Danzer,  individually 
and  as  copartners  trading  as  Vitoff  & 
Danzer,  shall,  within  sixty  (60)  days 
after  service  upon  them  of  this  order, 
file  with  the  Commission  a  report  in 
writing,  setting  forth  in  detail  the  man¬ 
ner  and  form  in  which  they  have  com¬ 
plied  with  the  order  to  cease  and  desist. 

Issued:  January  24,  1961. 

By  the  Commission. 

[seal!  Robert  M.  Parrish, 

Secretary. 

[F.R.  Doc.  61-4379;  Filed.  May  11,  1961; 

8:48  a.m.] 


Title  5— ADMINISTRATIVE 
PERSONNEL 

Chapter  I — Civil  Service  Commission 

PART  6— EXCEPTIONS  FROM  THE 
COMPETITIVE  SERVICE 

Housing  and  Home  Finance  Agency 

Effective  upon  publication  in  the  Fed¬ 
eral  Register,  subparagraphs  (13)  and 
(14)  of  paragraph  (b)  of  §  6.342  are  re¬ 
voked  and  subparagraph  (23)  is  added 
to  paragraph  (b)  as  set  out  below. 

§  6.342  Hf)iising  and  Home  Finance 
.Agency. 

♦  *  ♦  ♦  ♦ 

(b)  Federal  Housing  Administration. 
*  * 

(23)  One  Assistant  Commissioner  for 
Multifamily  Housing  Operations. 

(R.S.  1753,  sec.  2,  22  Stat.  403,  as  amended; 
5  U.S.C.  631,  633) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  Mary  V.  Wenzel, 

Executive  Assistant  to 
the  Commissioners. 

[F.R.  Doc.  61-4383;  Piled,  May  11,  1961; 
8:48  a.m. I 
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friday.  May  12*  ^961 

part  27— exclusion  FROM  PROVI- 
SIGNS  OF  FEDERAL  EMPLOYEES 
pay  act  of  1945,  AS  AMENDED, 

and  classification  act  of 

1949,  AS  AMENDED,  AND  ESTAB¬ 
LISHMENT  OF  MAXIMUM  STIPENDS 

for  positions  in  government 
hospitals  filled  by  student  or 
resident  trainees 

Occupational  Therapy  and  Physical 
Therapy  Students 

1.  Effective  June  1,  1961,  §  27.1  is 
amended  by  the  addition  of  the  following 
items: 

§  27>1  Exclusion  from  provisions  of 
Federal  Employees  Pay  Act  and  Clas¬ 
sification  Act. 

•  *  *  *  * 

Occupational  therapy  students,  Depart¬ 
ment  of  the  Army,  approved  training  after 
of  one  year  college  level  training. 
Physical  therapy  students.  Department  of 
the  Army,  approved  training  after  a  mini¬ 
mum  of  one  year  college  level  training. 

2.  Effective  June  1,  1961,  §  27.2  is 
amended  by  the  addition  of  the  following 
items: 

§  27.2  Maximum  stipends  prescribed. 
***** 
Occupational  therapy  students,  De¬ 
partment  of  the  Army :  Approved 
training  after  a  minimum  of  one 
year  college  level  training,  per 

month _  $166 

Physical  therapy  students.  Depart¬ 
ment  of  the  Army:  Approved  train¬ 
ing  after  a  minimum  of  one  year 
college  level  training,  per  month —  166 

(61  Stat.  727;  5  U.S.C.  1051-1058) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  Mary  V.  Wenzel, 

Executive  Assistant  to 
the  Commissioners. 

'  [Pit.  Doc.  61-4405:  Piled.  May  11,  1961; 
8:51  a.m.] 


Title  33— NAVIGATION  AND 
NAVIGABLE  WATERS 

Chapter  I — Coast  Guard,  Department 
of  the  Treasury 

PART  19— WAIVERS  OF  NAVIGATION 
AND  VESSEL  INSPECTION  LAWS 
AND  REGULATIONS 

“M.  V.  Four  Winds” 

Cross  reference:  For  promulgation  of 
waiver  order  §  19.75,  see  Title  46,  Chapter 
I,  Part  154,  infra. 


Chapter  II — Corps  of  Engineers, 
Department  of  the  Army 

PART  203— BRIDGE  REGULATIONS 
Passaic  River,  New  Jersey 

Pursuant  to  the  provisions  of  section 
5  of  the  River  and  Harbor  Act  of  August 
18,  1894  (28  Stat.  362;  33  U.S.C.  499), 
§  203.225(f)  (2)  is  hereby  amended  to 
permit  the  highway  bridges  across  Pas¬ 
saic  River  at  Market  Street  and  West 


Eighth  Street,  between  the  Borough  of 
Wallington,  County  of  Bergen,  and  the 
City  of  Passaic,  Coimty  of  Passaic.  New 
Jersey,  to  remain  in  closed  position,  ef¬ 
fective  30  days  after  publication  in  the 
Federal  Register,  as  follows: 

§  203.225  Navigable  ivaters  in  the  State 
of  New  Jersey;  bridges  where  con¬ 
stant  attendance  of  draw  tenders  is 
not  required. 

*  *  ♦  ♦  * 

(f)  The  bridges  to  which  this  section 
applies,  and  the  regulations  applicable  in 
each  case,  are  as  follows: 

***** 

(2)  Passaic  River,  Passaic  and  Bergen 
Counties  highway  bridges  at  Market 
Street  and  at  West  Eighth  Street.  Pas¬ 
saic.  The  draws  need  not  be  opened  for 
the  passage  of  vessels,  and  paragraphs 
(b)  to  (e)  of  this  section  shall  not  apply 
to  these  bridges. 

[Regs.,  April  27,  1961,  285/91  (Passaic  River, 
N.J.)— ENGCW-O]  (Sec.  5,  28  Stat.  362;  33 
U.S.C.  499) 

R.  V.  Lee, 

Major  General,  U.S.  Army, 

The  Adjutant  General. 

IF.R.  Doc.  61-4361;  Piled.  May  11,  1961; 
8:45  a.m.] 

Title  36— PARKS,  FORESTS, 
AND  MEMORIALS 

Chapter  III — Corps  of  Engineers, 
Department  of  the  Army 

PART  311— PUBLIC  USE  OF  CERTAIN 
RESERVOIR  AREAS 

Rough  River,  Buckhorn  and  Tuttle 
Creek;  Reservoir  Areas 

The  Secretary  of  the  Army  having  de¬ 
termined  that  the  use  of  Rough  River 
and  Buckhorn  Reservoir  Areas,  Ken¬ 
tucky,  and  Tuttle  Creek  Reservoir  Area, 
Kansas,  by  the  general  public  for  boat¬ 
ing,  swimming,  bathing,  fishing  and 
other  recreational  purposes  will  not  be 
contrary  to  the  public  interest  and  will 
not  be  inconsistent  with  the  operation 
and  maintenance  of  the  reservoirs  for 
their  primary  purposes,  hereby  pre¬ 
scribes  rules  and  regulations  for  their 
public  use,  pursuant  to  the  provisions  of 
section  209  of  the  Flood  Control  Act  of 
1954  (68  Stat.  1266)  as  follows; 

Add  reservoir  areas  to  §  311.1: 

§  311.1  Areas  covered. 

***** 

Kansas 

***** 

Tuttle  Creek  Reservoir  Area,  Big  blue 
River. 

Kentucky 

***** 

Rough  River  Reservoir  Area,  Rough  River. 
Buckhorn  Reservoir  Area,  Middle  Fork  of 
Kentucky  River, 

[Regs.,  April  24,  1961,  ENGCW-O]  (Sec.  209, 
68  Stat.  1266;  16  U.S.C.  460d) 

R.  V.  Lee, 

Major  General,  U.S.  Army, 

The  Adjutant  General. 

[P.R,  Doc.  61-4362;  Piled,  May  11,  1961; 
8:45  a.m.] 


Title  14— AERDNAUTICS  AND 
SPACE 

Chapter  II — Civil  Aeronautics  Board 
SUBCHAPTER  A — ECONOMIC  REGULATIONS 
[Reg.  No.ER-329] 

PART  223— TARIFFS  OF  AIR  CAR¬ 
RIERS;  FREE  AND  REDUCED  RATE 
TRANSPORTATION 

Retention  of  Records 

Adopted  by  the  Civil  Aeronautics 
Board  at  its  office  in  Washington.  D.C., 
on  the  5th  day  of  May  1961. 

Due  to  the  promulgation  of  a  newly 
revised  Part  249 — Preservation  of  Air 
Carrier  Accounts,  Records  and  Memo¬ 
randa,  ER-328,  other  parts  of  the  regu¬ 
lations  which  contain  references  to  Part 
249  or  record-retention  requirements 
apart  from  Part  249  are  being  amended 
so  that  all  record-retention  require¬ 
ments  wil  be  set  forth  in  Part  249  while 
specific  references  thereto  will  be  in¬ 
serted,  where  necessary,  in  such  other 
parts. 

Though  §  223.5  of  Part  223  of  the 
Economic  Regulations  presently  requires 
each  carrier  to  maintain  in  its  general 
offices  a  record  of  all  passes  issued  by  it 
and  used  for  transportation  over  its 
routes,  no  specific  retention  period  is 
prescribed.  Part  249,  however,  presently 
sets  forth  a  three-year  retention  period 
for  such  records  of  certificated  route  air 
carriers.  For  clarity,  therefore,  §  223.5 
is  hereby  being  amended  by  adding  a 
reference  to  Part  249.  It  should  be 
noted,  moreover,  that  in  the  aforemen¬ 
tioned  revision  of  Part  249,  the  three - 
year  retention  period  is  also  provided  for 
pass  records  of  Certificated  Supple¬ 
mental  or  Large  Irregular  Air  Carriers 
and  Foreign  Air  Carriers,  thereby  making 
their  pass  record-retention  requirements 
consistent  with  those  previously  set  for 
the  certificated  route  air  carriers. 

Since  this  amendment  effects  no  sub¬ 
stantive  changes,  notice  and  public  pro¬ 
cedure  hereon  are  unnecessary. 

Accordingly,  the  Civil  -Aeronautics 
Board  hereby  amends  §  223.5  of  Part  223 
of  the  Board’s  Economic  Regulations  (14 
CFR  Part  223),  effective  June  10,  1961, 
by  amending  its  first  sentence  to  read 
as  follows: 

§  223.5  Carrier’s  records. 

Each  carrier  shall  maintain  in  its  gen¬ 
eral  offices  a  record  of  all  passes  issued 
by  it  and  used  for  transportation  over 
its  routes  and  shall  comply  with  the  ap¬ 
plicable  record -retention  provisions  of 
Part  249  of  this  subchapter,  as  amended. 

(Sec.  204(a),  72  Stat.  743;  49  U.S.C.  1324. 
Interpret  or  apply  sec.  407,  72  Stat.  766;  49 
U.S.C.  1377) 

Note:  The  record-retention  requirements 
contained  herein  have  been  approved  by  the 
Bureau  of  the  Budget  in  accordance  with  the 
Federal  Reports  Act  of  1942. 

By  the  Civil  Aeronautics  Board, 

[SEAL]  James  L.  Deegan, 

Acting  Secretary. 

[P.R.  Doc.  61-4348;  Piled,  May  11,  1961; 

8:45  a.m.] 
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RULES  AND  REGULATIONS 


[Reg.  No.  ERr-328] 

PART  249— PRESERVATION  OF  AIR 
CARRIER  ACCOUNTS,  RECORDS 
AND  MEMORANDA 

Revision  of  Part 

Adopted  by  the  Civil  Aeronautics 
Board  at  its  oflSce  in  Washington,  D.C., 
on  the  5th  day  of  May  1961. 

In  view  of  the  numerous  amendments 
made  to  Part  249  since  its  revision  of 
January  28,  1957,  the  Board  deems  it 
advisable  at  this  time  to  issue  a  con¬ 
solidated  reprint  of  this  regulation  which 
will  facilitate  its  use  and  understanding. 
The  Board  believes,  moreover,  that  since 
the  record-retention  requirements  pres¬ 
ently  set  forth  in  parts  other  than  Part 
249  have  created  confusion  in  this  field, 
all  record -retention  requirements  should 
be  presented  in  a  single  part.  Part  249, 
with  cross-references  to  Part  249  set 
forth,  where  necessary,  in  all  other 
relevant  parts.  This  revision,  an  accom¬ 
panying  amendment  to  Part  223,  amend¬ 
ments  to  Part  295  which  have  been  made 
in  the  recent  Revision,  ER-326,  and  a 
corresponding  amendment  to  Part  296 
that  will  be  made  in  connection  with 
other  amendments  to  Part  296  which  are 
now  under  consideration,  will  accomplish 
this  objective. 

In  accordance  with  the  plan  to  con¬ 
solidate  all  record-retention  require¬ 
ments  in  this  part,  this  revision 
incorporates  those  record- retention  re¬ 
quirements  for  United  States  air  carriers 
authorized  to  perform  transatlantic 
charter  flights  as  were  set  forth  in  a 
notice  of  proposed  rule  making  concern¬ 
ing  Part  295 — Transatlantic  Charter 
Trips,  published  in  the  Federal  Register 
on  November  17,  1960  (25  F.R.  10944) 
and  circulated  to  the  industry  as 
EDR-21,  Docket  11907,  dated  November 
14,  1960.  No  adverse  comments  have 
been  received  thereon.  Those  portions 
of  this  revision  which  were  not  hereto¬ 
fore  set  forth  in  a  notice  of  proposed 
rule  making  effect  no  substantive  change 
so  that  notice  and  public  procedure  on 
these  portions  are  not  necessary. 

Accordingly,  the  Civil  Aeronautics 
Board  hereby  revises  Part  249  of  the 
Board’s  Economic  Regulations  (14  CFR 
Part  249) ,  effective  June  10,  1961,  to  read 
as  follows; 

^  Sec. 

249.1  Applicability. 

249.2  Definitions. 

249.3  Preservation  of  records. 

249.4  Waivers  of  requirements  of  this  part. 

249.5  Accidental  loss  or  destruction  of 

records. 

249.6  Permissive  destruction  of  records. 

249.7  Preservation  of  records  on  microfilm. 

249.8  Period  of  preservation  of  records  by 

certificated  supplemental  or  large 
irregular  air  carriers. 

249.9  Period  of  preservation  of  records  by 

air  freight  forwarders  and  inter¬ 
national  air  freight  forwarders. 

249.10  Period  of  preservation  of  records  by 

United  States  air  carriers  author¬ 
ized  to  perform  transatlantic  char¬ 
ter  flights. 

249.11  Period  of  preservation  of  records  by 

holders  of  foreign  civil  aircraft 
permits. 

249.12  Period  of  preservation  of  records  by 

foreign  air  carriers. 


Sec. 

249.13  Period  of  preservation  of  records  by 

certiflcated  route  air  carriers. 

249.14  Effective  date. 

Authority:  §§  249.1  to  249.14  issued  under 
sec.  204(a),  72  Stat.  743;  49  U.S.C.  1324.  In¬ 
terpret  or  apply  sec.  407,  72  Stat.  766:  49 
U.S.C.  1377. 

§  249.1  Applicability. 

Except  as  otherwise  provided  in  this 
part  or  other  parts  of  this  subchapter, 
the  provisions  of  this  part  shall  apply  to 
(a)  air  carriers,  as  defined  in  section 
101(3)  of  the  Act,  which  hold  certificates 
of  public  convenience  and  necessity,  cer¬ 
tificated  supplemental  and  large  irregu¬ 
lar  air  carriers,  air  freight  forwarders 
and  international  air  freight  forwarders, 
respectively,  subject  to  the  reporting  re¬ 
quirements  of  Parts  241,  242,  and  244,  of 
this  subchapter,  (b)  air  carriers  author¬ 
ized  to  perform  transatlantic  passenger 
charter  flights  pursuant  to  Part  295  of 
this  subchapter,  (c)  holders  of  a  permit 
authorizing  the  navigation  in  the  United 
States  of  foreign  civil  aircraft  pursuant 
to  Part  375  of  the  Board’s  special  regu¬ 
lations,  and  (d)  foreign  air  carriers,  as 
defined  in  section  101(19)  of  the  Act. 

§  249.2  Definitions. 

For  the  purposes  of  this  part: 

“Certified  description’’  means  perma¬ 
nently  retained  instrument  which  (1) 
identifies  records  by  date  and/or  period 
covered;  (2)  describes  such  records  in 
accordance  with  the  applicable  section 
of  this  part  prescribing  retention  cate¬ 
gories;  and  (3)  has  been  certified  to  be 
correct  in  an  instrument  executed  by  a 
responsible  officer  of  an  air  carrier. 

“Certificated  route  air  carrier”  means 
the  holder  of  a  certificate  of  public  con¬ 
venience  and  necessity  issued  by  the 
Civil  Aeronautics  Board  under  section 
401  of  the  Federal  Aviation  Act  of  1958, 
as  amended,  authorizing  the  holder  to 
provide  unlimited  scheduled  service  over 
designated  routes. 

“Final  adjudication”  shall  be  deemed 
to  have  occurred  upon  the  first  appli¬ 
cable  date  specified  below: 

(1)  Where  the  Board  has  finally  dis¬ 
posed  of  any  case,  with  or  without  re¬ 
consideration,  and  no  petition  for  judi¬ 
cial  review  has  been  filed  by  any  party 
entitled  to  file  such  a  petition  under 
section  1006(a)  of  the  Act,  midnight  of 
the  last  day  prescribed  for  the  filing  of 
such  a  petition.* 

(2)  Where  such  a  petition  has  been 
filed,  the  day  of  issuance  of  a  final  de¬ 
cision,  by  the  highest  court  to  have  en¬ 
tertained  the  proceeding,  fully  disposing 
of  such  petition  for  review  and  of  all 
further  review  proceedings  arising  there¬ 
from  and,  where  applicable,  until  the 


’  For  the  purposes  of  this  part,  the  statu¬ 
tory  period  prescribed  for  the  filing  of  a 
petition  for  judicial  review  shall  be  deemed 
to  have  expired  as  follows:  (a)  Where  no 
timely  petition  for  reconsideration  has  been 
filed  with  the  Board,  in  accordance  with  its 
rules  of  practice,  on  the  sixtieth  day  fol¬ 
lowing  entry  of  final  Board  order  disposing 
of  all  issues  in  a  pending  case;  and  (b)  where 
a  timely  petition  for  reconsideration  has 
been  filed  with  the  Board,  in  accordance 
with  its  rules  of  practice,  on  the  sixtieth 
day  following  the  entry  of  an  order  disposing 
of  such  a  petition. 


expiration  of  the  time  prescribed  for  the 
filing  of  a  petition  for  further  review  ^ 

(3)  Where  proceeding  has  been  re¬ 
manded  to  the  Board  for  further  action 
the  applicable  date  specified  in  subpara¬ 
graph  (1)  or  (2)  of  this  paragraph  in 
respect  of  the  proceeding  on  remand. 

“Microfilms”  means  photographic  re¬ 
productions  of  original  documents  which 
have  been  made  in  compliance  with  the 
requirements  of  §  249.7. 

“Open  mail  rate  period”  means  the 
whole  or  any  part  of  the  time  interval 
between  the  date  of  institution  of  a  new 
mail  rate  proceeding,  under  Rule  303  of 
the  Board’s  rules  of  practice  ( §  302.303 
of  this  chapter)  or  of  the  inauguration 
of  service  over  a  new  route  or  routes,  for 
which  no  mail  rate  has  previously  bwn 
fixed,  and  the  date  upon  which  a  Board 
order  prescribing  the  rate  of  final  mail 
compensation,  payable  for  periods  sub¬ 
sequent  to  the  date  of  adoption  thereof, 
becomes  legally  effective  under  sections 
1005  and/or  1006  of  the  Act. 

“Original  documents”  means  any  rec¬ 
ord  initially  acquired,  processed  or  sub¬ 
sequently  modified  in  connection  with 
each  constituent  step  involved  in  an  evi¬ 
dentiary  account  of  historical  events. 
The  term  “original  documents”  also  em¬ 
braces  any  copy  of  initially  prepared 
documents  bearing  subsequently  added 
approvals,  comments  or  notations  of  sig- 
nificance  to  a  full  explanation  of  re¬ 
corded  facts  or  information. 

“Pending  case”  means  any  hearing 
case  that  the  Board  is  empowered  to  con¬ 
duct  prior  to  final  adjudication  thereof. 

“Records”  means  original  documents,* 
or  microfilms  thereof,  made  as  author¬ 
ized  herein,  constituting  integral  links 
in  developing  the  history  of,  or  facts 
regarding  financial  transactions  or  phys¬ 
ical  operations.  The  term  “records”  em¬ 
braces  not  only  accounting  records  in  a 
limited  technical  sense  but  all  other  evi¬ 
dentiary  accounts  of  events  such  as 
memoranda,  correspondence,  working 
sheets,  and  tabulating  equipment  list¬ 
ings  or  tapes.  The  term  “records”  also 
encompasses  any  material  coming  into 
the  possession  of  the  air  carrier  through 
merger,  consolidation,  succession,  trans¬ 
fer,  or  other  acquisition. 

“Records  relating  to  an  accounting 
year”  means  “records”  which  record 
transactions  or  events  either  occurring, 
or  necessitating  accounting  entries  to  be 
made,  in  any  twelve-month  period  which 
an  air  carrier  has  been  authorized  to  use 
for  purposes  of  accounting  and  reporting 
to  the  Board. 

“Subsidy”  means  that  portion  of  the 
rate  of  compensation  for  the  transpor¬ 
tation  of  mail,  established  pursuant  to 
section  406  of  the  Act,  which  is  paid  by 
the  Board  in  accordance  with  the  pro¬ 
visions  of  section  406(c)  of  the  Act. 

§  249..3  Preservalicin  of  records. 

All  records  shall  be  preserved  by  each 
air  carrier  in  accordance  with  the  re¬ 
tention  requirements  respectively  pre¬ 
scribed  in  §§  249.8  to  249.13.  Records 
not  covered  by  the  provisions  of  such 
sections  may  be  microfilmed  or  destroyed 


-Relating  to  a  particular  segment,  operat¬ 
ing  division,  or  entire  system  of  the  carrier’8 
operations. 
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»t  the  discretion  of  the  air  carrier, 
^cords  which  are  used  in  lieu  of  those 
^^ed  in  any  of  such  sections  shall 
bepreserved  for  the  periods  prescribed 
respect  to  such  specified  records. 
Nothing  contained  in  either  this  part  or 
subchapter  shall  be  construed  to  excuse 
noncompliance  with  requirements  of  any 
other  governmental  body.  Federal  or 
State,  prescribing  longer  retention  pe¬ 
riods  for  any  category  of  records. 

c  249.4  Waivers  of  requirements  of  this 
part. 

A  waiver  from  any  provision  of  this 
part  may  be  made  by  the  Civil  Aero¬ 
nautics  Board  upon  its  own  initiative  or 
upon  submission  of  a  written  request 
therefor  by  any  air  carrier  or  air  car¬ 
riers.  Each  request  for  waiver  shall 
demonstrate  that  unusual  circumstances 
warrant  a  departure  from  prescribed 
retention  periods,  procedures  or  tech¬ 
niques  or  that  compliance  with  such 
prescribed  requirements  would  impose 
an  unreasonable  burden  upon  the  air 
carrier,  and  that  the  granting  of  the 
waiver  would  be  in  the  public  interest. 

§  249.5  Accidential  loss  or  destruction 
of  records. 

If,  during  the  prescribed  period  of 
preservation,  records  shall  become  un¬ 
available  through  loss,  destruction,  or 
otherwise,  the  air  carrier  shall  promptly 
submit  to  the  Board  a  statement  listing, 
as  far  as  may  be  determined,  the  records 
destroyed  and  describing  the  circum¬ 
stances  of  accidental  or  other  premature 
destruction.  This  statement  shall  be 
authenticated  by  an  ofldcer  or  some  other 
responsible  employee  of  the  air  carrier. 

§  249.6  Permissive  destruction  of  rec¬ 
ords. 

Upon  the  expiration  of  the  period  of 
preservation  prescribed  in  §§  249.8  to 
249.13,  records  may  be  destroyed  at  the 
option  of  the  air  carrier.  Provided, 
however.  That  each  air  carrier  shall 
execute  a  “certified  description”  before 
destroying  any  such  records. 

§  249.7  Preservation  of  records  on  mi¬ 
crofilm. 

Microfilms  which  are  prepared  in  ac¬ 
cordance  with  the  requirements  of  this 
section  may  be  substituted  for  original 
documents  with  respect  to  all  categories 
of  records  where  such  substitution  has 
been  specifically  authorized  in  this  part. 
Microfilms  may  be  substituted  for  those 
categories  of  records  required  to  be  re¬ 
tained  under  §  249.13  where,  and  to  the 
extent  that,  such  substitution  is  specifi¬ 
cally  authorized  in  the  “Schedule  of 
Records”  therein  contained:  Provided, 
however.  That  all  such  substitution  shall 
only  be  made  when  the  records  involved 
are  not  subject  to  the  retention  require¬ 
ments  of  paragraph  (e)  of  §  249.13. 
Microfilms  may  not  be  substituted  for 
any  category  of  records  required  to  be 
retained  for  the  relatively  limited  time 
periods  prescribed  in  §§  249.8  to  249.12 
except  to  the  extent  that  microfilming 
of  “corporate  and  general”  records  is 
specifically  authorized  for  air  freight 
forwarders  and  international  air  freight 
forwarders  in  the  “Schedule  of  Records” 


contained  in  §  249.13  or  a  waiver  from 
this  prohibition  with  respect  to  any  par¬ 
ticular  category  of  records  is  obtained 
pursuant  to  §  249.4. 

(a)  Prior  to  photographing,  the  origi¬ 
nal  documents  shall  be  so  prepared,  ar¬ 
ranged,  classified,  and  indexed  as  readily 
to  permit  the  subsequent  location,  ex¬ 
amination,  and  reproduction  of  the 
photographs  thereof.  Any  significant 
characteristic,  feature,  or  other  attribute 
of  the  records  which  photography  would 
not  clearly  reflect  (e.g.,  that  the  record 
is  a  copy  or  that  certain  figures  thereon 
are  red)  shall  be  indicated  on  the  rec¬ 
ords  at  the  time  of  such  arrangement, 
classification,  and  identification.  When 
a  number  of  records  to  be  microfilmed 
have  in  common  such  a  characteristic  or 


theft,  etc.  The  films  shall  be  cared  for 
in  such  manner  as  to  prevent  damage 
such  as  crackii^,  breaking  or  splitting. 

§  249.8  Period  of  preservation  of  rec¬ 
ords  by  certificated  supplemental  or 
large  irregular  air  carriers. 

Each  supplemental  air  carrier,  as  de¬ 
fined  in  Order  E-13436  (January  28, 
1959) ,  each  large  irregular  air  carrier,  as 
defined  in  Part  291  of  this  subchapter, 
and  each  carrier  holding  limited  operat¬ 
ing  authority  under  Board  Order  E-9744 
(adopted  Nqvember  15,  1955),  or  interim 
operating  authority  under  Public  Law 
86-661  of  July  14,  1960,  shall  retain  its 
records  in  accordance  with  the  provisions 
of  this  section.  All  records  of  the  cate¬ 
gories  set  forth  in  this  section  shall  be 


attribute,  an  appropriate  notation  iden¬ 
tifying  the  characteristic  or  attribute 
may  be  indicated  in  a  statement  at  the 
beginning  of  the  roll  of  film  instead  of 
on  each  individual  record.  Any  nota¬ 
tions  on  the  face  or  reverse  side  of  any 
document  shall  be  photographed  and 
identified  as  forming  an  integral  part 
of  the  original  dociunent. 

(b)  Each  roll  of  film  shall  include  a 
microfilm  of  a  certificate  or  certificates 
stating  that  the  photographs  are  direct 
and  facsimile  reproductions  of  the  origi¬ 
nal  records  and  that  they  have  been 
made  in  accordance  with  prescribed  in¬ 
structions.  Such  certificate  or  certifi¬ 
cates  shall  be  executed  by  a  person  or 
persons  having  personal  knowledge  of 
the  facts  covered  thereby. 

(c)  The  photographic  matter  on  each 
roll  shall  begin  and  end  with  a  state¬ 
ment  as  to  the  nature  and  order  of  ar¬ 
rangement  of  the  records  reproduced, 
the  name  of  the  photographer,  and  the 
date.  Rolls  of  film  shall  not  be  cut. 
Supplemental  or  retaken  film,  whether 
of  misplaced  or  omitted  documents  or  of 
portions  of  a  film  found  to  be  spoiled  or 
illegible  or  of  other  matter,  shall  be  at¬ 
tached  to  the  beginning  of  the  roll,  and 
in  such  event  the  aforementioned  cer¬ 
tificate  or  certificates  shall  cover  also 
such  supplemental  or  retaken  film  and 
shall  state  the  reasons  for  taking  such 
film. 


preserved  for  the  duration  of  the  reten¬ 
tion  periods  set  forth  below: 


Category  of  records 


1.  All  accounts,  records  and  memo¬ 

randa  (including  accounts, 
records  and  memoranda  of 
the  movement  of  traffic  as 
well  as  the  receipts  and  ex- 
I)enditures  of  money),  which 
are  needed  in  order  to  accom¬ 
plish  full  compliance  with 
the  reporting  requirements  ' 
of  Part  242  of  this  subchapter: 

(a)  As  related  to  statistical  re¬ 

ports. 

(b)  As  related  to  flight  reports. 

2.  Official  tariffs  and  amendments 

thereto. 

3.  Maintenance  and  overhaul  rec¬ 

ords  (excluding  job  expense 
distribution  detail): 

(a)  All  maintenance  performed. 

(b)  Last  complete  overhaul 

cycle  for  each  airmift  and 
its  components  when  ap¬ 
proved  continuous  main¬ 
tenance  system  is  nsed. 

(c)  Major  structural  repairs 

and  alterations. 


(cl)  Critical  aircraft  compo¬ 
nents. 


4.  Time  in  service  records  of  all  alr- 


Porlod  to  be 
retained 


3  years. 

1  year. 

Permanently. 


1  year. 
Current. 


Until  equip¬ 
ment  is  sold 
or,  when  re¬ 
tired,  1  year 
from  cancel¬ 
lation  of  regis¬ 
tration. 

Until  compo¬ 
nent  Is  sold 
or,  when  re¬ 
tired,  1  year 
from  date  of 
retirement  or 
date  of  cancel¬ 
lation  of  reg¬ 
istration  if 
registered. 

Current. 


(d)  All  film  stock  shall  be  of  approved 
permanent-record  microfilm  type  of 
16-mm  or  35-mm  size,  either  perforated 
or  imperforated,  such  as  meets  the 
minimum  specifications  of  the  National 


craft  engines,  propellers,  and 
appliances. 

5.  Maintenance  release _  2  mouths. 

6.  Individual  trip  reports— Opera¬ 

tions  data: 

(a)  Dispatch  release  or  clear-  1  year, 
ance  forms. 


Bureau  of  Standards.  (Such  film  stock 
may  be  identified  by  a  manufacture’s 
mark,  a  solid  triangle  after  the  word 
“safety”  in  the  edge  of  the  film.)  The 
photographing  and  processing  shall  be 
such  that  reproductions  on  photographic 
paper  can  be  made,  similar  in  size  with¬ 
out  significant  loss  in  clarity  of  detail, 
during  the  period  prescribed  in  these 
rules  for  the  retention  of  the  records 
concerned.  The  air  carrier  shall  be 
prepared  to  furnish,  at  its  own  expense, 
appropriate  standard  facilities  for  read¬ 
ing  the  microfilm. 


(b)  Pilots’  trip  logs _ 

(c)  Flight  engineers’,  radio 

operators’  and  naviga¬ 
tors’  trip  logs. 

(d)  Flight  plans _ 

(e)  Weatlier  forecasts  and  re¬ 

ports. 

(0  Weight  and  balance  reports 
(load  or  flight  manifests). 

7.  List  of  all  aircraft  being  operated 

in  air  transportation. 

8.  Records  and  reports  (tntemal 

and  memoranda)  Incident  to 
aircraft  accidents. 


9.  Shippers’  certifications  of  explo¬ 
sives  and  other  dangerous  arti¬ 
cles,  when  labels  used  do  not 
provide  for  certification  there¬ 
on. 


Do. 

Do. 


Do. 

Do. 


Do. 


Current. 


UntU  disposal 
is  authorized 
by  the  Civil 
Aertmautics 
Board. 

2  years. 


(e)  The  microfilms  shall  be  indexed 
and  retained  in  such  manner  as  will 
render  them  readily  accessible  and  iden¬ 
tifiable.  They  should  be  stored  in  such 
manner  as  to  provide  reasonable  protec¬ 
tion  from  hazards  such  as  fire,  flood. 


10.  Crew  member  and  dispatdier 

qualification  and  flight  time 
records. 

11.  Autborizati<His,  records,  reports, 

registers  and  supporting  papers 
incident  to  the  transportation 
of  persons  or  property  at  free  or 
reauced  rates. 


Until  termina¬ 
tion  of  em¬ 
ployment. 

3  years. 
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§  249.9  Period  of  preservation  of  rec¬ 
ords  by  air  freight  forwarders  and 
international  air  freight  forwarders. 

(a)  Each  air  freight  forwarder  and 
each  international  air  freight  forwarder, 
as  defined  in  Parts  296  and  297  of  this 
subchapter,  shall  retain  its  records  in 
accordance  with  the  provisions  of  this 
section.  All  records  of  the  categories 
set  forth  in  this  paragraph  shall  be  pre¬ 
served  for  the  duration  of  the  retention 
periods  set  forth  below : 

Category  of  records  I’eriod  to  Ihi 

ietainc<l 


1.  Corporate  and  general  records  as  In  accordance 

specified  in  the  “S<-hedule  of  witti  the  pro- 
Kccords”  contained  in  §  249.13  of  visions  of  tlic 
this  part.  “Schedule  of 

Records”  in 
§249.13(0. 

2.  Ofticial  tariffs  and  amendments  Permanently. 

thereto. 

3.  Shipping  documents— airwaybills  1  year,  unless 

bills  of  lading,  cargo  manifests,  longer  pcrio(t 
receipts,  exchange  orders,  in-  is  ordered  by 
voices,  and  similar  evidence  of  the  Hoard, 
shipping  transactions. 

4.  Information  to  agents  and  repre-  Do. 

.sentatives — bulletins,  circulars 
and  all  instructions  to  tnifiTic- 
.soliciting  personnel. 

6.  Information  to  the  public— press  Do. 
releases,  paid  advertisements, 
pamphlets,  brochures,  circulars, 
imd  bulletins. 

6.  .\  gree men ts— agreements,  con-  Do. 

tracts,  releases,  documents,  and 
memoranda  evidencing  any 
arrangements  with  its  agents 
and  representatives,  direct  air 
carriers,  foreign  air  carriers,  other 
fa'ight  forwarders,  or  with  their 
n*spective  agents  and  represent¬ 
atives. 

7.  Correspondence— all  correspond-  Do. 

ence  relating  to  items  3,  4,  .'5,  and 
0  above. 

(b)  Each  air  freight  forwarder  and 
international  air  freight  forwarder  en¬ 
gaged  in  any  form  of  joint  loading  shall 
preserve,  for  a  period  of  two  years  sub¬ 
sequent  to  the  expiration  of  each  calen¬ 
dar  quarter  during  which  one  or  more 
joint  loaded  shipments  were  made,  rec¬ 
ords  showing  for  each  shipment: 

(1)  The  identity  of  all  other  partici¬ 
pating  air  freight  forwarders  or  inter¬ 
national  air  freight  forwarders,  as  the 
case  may  be,  contributing  freight  to  the 
shipment. 

(2)  The  total  poundage  of  the  ship¬ 
ment. 

(3)  The  poundage  which  it  contrib¬ 
uted  to  the  total  poundage  of  the  ship¬ 
ment. 

(4)  The  direct  air  carrier  to  whom  the 
shipment  was  consigned  for  transpor¬ 
tation. 

(5)  The  total  amount  of  the  charges 
made  by  the  direct  air  carrier  on  the 
shipment  for  transportation  and  other 
services  rendered. 

(6)  The  total  amount  of  such  charges 
which  it  paid. 

(7)  The  point  of  origin  and  the  point 
of  destination  of  the  shipment. 

§  249.10  Period  of  preservation  of  rec¬ 
ords  by  United  States  air  carriers 
authorized  to  perform  transatlantic 
charter  flights. 

Each  United  States  air  carrier  author- 
ized  to  perform  charter  flights  for  trans- 


Atlantic  passengers,  puisuant  to  Part 
295  of  this  subchapter,  shall  retain  its 
records  in  accordance  with  the  provi¬ 
sions  of  this  section.  All  records  of  the 
categories  set  forth  in  this  section  shall 
be  preserved  for  the  dui’ation  of  the  re¬ 
tention  periods  set  forth  below; 


UrtfCKory  of  records 

Periotl  to  be 
retained 

1.  Kvery  charter  contract . . 

2  years. 

2.  Kvcrv  “Statement  of  Supiwrtiiip 

Do. 

Information”. 

3.  All  iK)st-flipht  reportvS  and 

Do. 

vouelwrs  submitted  tlH'rewitli. 

4.  All  passenper  manifests  includinp 

Do. 

those  filed  by  charterers. 

5.  Proof  of  the  commission  paid  to 

Do. 

any  travel  apent  by  the  carriage. 

§  249.11  Period  of  preservalioii  of  rec¬ 
ords  by  holders  of  foreign  civil  air¬ 
craft  permits. 

Each  holder  of  a  permit  issued  by  the 
Board  authorizing  the  navigation  in  the 
United  States  of  foreign  Civil  aircraft, 
as  defined  in  Part  375  of  the  Board’s  spe¬ 
cial  regulations  shall  retain  its  records 
in  accordance  with  the  provisions  of  this 
section.  All  records  of  the  categories 
set  forth  in  this  section  shall  be  pre¬ 
served  for  the  duration  of  the  retention 
periods  set  forth  below: 


Uategory  of  records 

Period  to  be 
retained 

1.  True  copies  of  all  manife.sts,  air- 
waybills,  invoiees  and  other 
t  raffle  doeuments  covering 
flights  originating  or  termi¬ 
nating  in  the  United  States.* 

2  years. 

2.  Records  documenting  each  par¬ 
ticular  flight,  demonstrating 
compliance  with  the  require- 
ments  imposed  by  Part  375  of 
the  Special  Regulations.* 

Do. 

•  Pursuant  to  §  375.43(b)  of  the  Hoard’s  special  regula- 
tion.s,  the  holder  of  a  permit  authorizing  10  or  more  flichts 
originating  in  the  United  States  in  a  90-dayperiod  shall 
maintain  a  plaee  in  the  United  States  where  such  docu- 
nieuts  may  be  iiuspected  at  any  proper  time  by  authorized 
representatives  of  the  Hoard  or  the  Federal  Aviation 
Agency.  Records  of  flights  terminating  in  the  United 
States  and  flights  conducted  pursuant  to  a  permit  author¬ 
izing  less  than  10  flights  in  any  90-day  period  need  iu»t 
be  maintained  in  the  United  States  but  shall  l)e  made 
available  to  the  Board  upon  demand. 

s  Pursuant  to  §  375.43(c)  of  the  si)ecial  regulaiions, 
records  c-overed  by  this  recpiiremcnt  shall  be  made 
available  to  the  Boar<l  or  tl'.e  Federal  .\viation  .\gency 
upon  demand. 

§  219.12  Period  of  preservation  of  rec¬ 
ords  by  foreign  air  carriers. 

(a)  Each  foreign  air  carrier  shall, 
pursuant  to  Part  221  of  this  subchapter, 
maintain  permanently  at  its  principal 
or  general  office  a  complete  file  of  all 
tariffs  issued  by  it  and  by  its  agents  and 
those  issued  by  other  carriers  in  which 
it  concurs,  and 

(b)  Each  foreign  air  carrier  shall, 
pursuant  to  Part  223  of  this  subchapter, 
maintain  for  three  years  in  its  general 
offices  a  record  of  all  passes  issued  by 
it  and  used  for  free  or  reduced-rate 
transportation  over  its  routes. 


§  249.13  Period  of  pre^iervation  of  ret 
ords  by  certificated  route  air  carriers 

Each  certificated  route  air  carrier  sub 
ject  to  the  reporting  requirements  of 
Part  241  of  this  subchapter  shall  retain 
its  records  in  accordance  with  the  pro-  ^ 
visions  of  this  section. 

(a)  All  records  of  the  categories  speci- 
fied  in  this  section  shall  be  preserved  for 
the  duration  of  the  retention  periods 
specified  in  the  “Schedule  of  Records" 
set  forth  in  paragraph  (f )  of  this  section 
Those  microfilm  copies  which  may  be 
kept  in  lieu  of  original  records  as  pro- 
vided  in  paragraph  (f)  of  this  section 
shall  be  preserved  pursuant  to  the  pro-^ 
visions  of  §  249.7.  Records  may  be  de¬ 
stroyed  when  the  otherwise  applicable 
retention  period  has  expired  unless 
prior  thereto,  the  certificated  route  air 
carrier  has  been  named  as  a  party  to  a 
pending  case.  In  the  latter  event,  it 
shall  retain  all  records  identified  in  the 
“Schedule  of  Records”  in  accordance 
with  the  applicable  provisions  of  either 
paragraph  (b)  or  (c)  of  this  section. 

(b)  Each  certificated  route  air  carrier 
shall  retain,  in  accordance  with  the  pro¬ 
visions  of  this  paragraph,  all  records 
remaining  in  its  custody  as  of  the  be¬ 
ginning  of  an  “open  mail  rate  period,” 
and  all  records  which  are  subsequently 
acquired.  Each  such  air  carrier  shall 
preserve  any  records  which  relate  to  an 
accounting  year  included  in  an  “open 
mail  rate  period  ’  ”  until  the  occurrence 
of  either  of  the  following  specified  con¬ 
tingencies,  whichever  is  first: 

(1)  Pinal  adjudication  of  a  Board 
order  fixing  the  final  mail  compensation 
payable  for  services  rendered  during  an 
open  mail  rate  period. 

(2)  Receipt  of  a  notice  issued  by  the 
Board,  pursuant  to  a  written  application 
filed  by  the  air  carrier,*  authorizing  the 
destniction  of  specifically  identified  cate¬ 
gories  of  records. 

(c)  Each  certificated  route  air  carrier 
which  has  been  joined  as  a  party  to  a 
pending  case  arising  under  any  section 
of  the  Act  other  than  section  406,  shall 
continue  to  preserve  all  records  in 
accordance  with  the  provisions  of  this 
section  and  part  as  though  no  such  pro¬ 
ceeding  were  pending  unless  prior  to  the 
occuirence  of  otherwise  authorized 
destruction  the  air  carrier  has  received  a 
written  notice  from  the  Board  directing 
that  specific  records  (identified  by  cate¬ 
gory  and  period  covered)  be  preserved 
until  final  adjudication  of  the  pending 
proceeding.  In  such  event,  the  air  car- 

*As  used  in  the  part,  an  accounting  year 
shall  be  deemed  to  be  included  in  an  open 
mall  rate  period  if  any  portion  thereof  falls 
within  such  period. 

*  Such  an  application  should  be  filed  when¬ 
ever  the  carrier  believes  that  certain  catego¬ 
ries  of  records  are  not  relevant  to  the  proper 
processing  of  a  pending  mail  proceeding. 
The  application  should  list  those  categories 
of  records  which  the  carrier  desires  to  destroy 
and  its  reasons  for  believing  that  such  rec¬ 
ords  are  not  necessary  or  useful  in  the  deter¬ 
mination  of  its  statutory  mail  pay. 
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rier  shall  continue  to  preserve  such  rec¬ 
ords  until  final  adjudication  of  the 
procccdi^^* 

(d)  The  provisions  of  paragraphs  (b) 
and  (c)  of  this  section  shall  not  be  con¬ 
strued  to  prevent  the  microfilming  of 
original  documents,  and  the  preservation 
of  such  microfilms  of  original  documents 
in  lieu  thereof,  in  accordance  with  the 
provisions  of  the  “Schedule  of  Records.” 
Upon  the  expiration  of  the  retention 
periods  set  forth  in  the  “Schedule  of 
^cords,”  the  identified  categories  of  rec¬ 
ords  may  be  microfilmed  at  the  discretion 
of  the  air  carrier  pending  satisfaction  of 
the  conditions  specified  in  the  para¬ 
graphs  (b)  and  (c)  of  this  section  re¬ 
garding  the  destruction  of  records. 

(e)  Notwithstanding  any  other  provi¬ 
sions  of  this  section  or  part,  each  air 
carrier  shall  preserve  original  documents 
set  forth  below  (except  those  relating  to 
jpftii  compensation  for  months  in  which 
the  carrier  is  not  operating  under  a  mail 
rate  including  a  “subsidy”  element)  until 
receipt  of  a  written  notice  from  the 
BoaM.  which  specifically  authorizes  de¬ 
struction  of  such  documents: 

(1)  All  monthly  records  of  operations, 
such  as  tabulations  and  summaries  of 
miles  fiown  and  passenger-miles  flown, 
which  pertain  to  or  are  a  part  of  opera¬ 
tional  records  relevant  to  the  computa¬ 
tion  of  “subsidy”  mail  pay. 

(2)  All  basic  original  documents,  such 
as  pilots’  fiight  logs,  aircraft  weight  and 
balance  reports,  and  passenger  mani¬ 
fests,  which  are  relevant  to  a  determina¬ 
tion  of  the  validity  of  the  carrier’s  opera¬ 
tional  records  described  in  subparagraph 
(1)  of  this  paragraph. 

(f )  All  records  of  the  categories  speci¬ 
fied  in  the  “Schedule  of  Records”  below, 
shall  be  preserved  for  the  duration  of  the 
retention  periods  specified  therein.  Ex¬ 
cept  as  otherwise  specified  in  the  “Sched¬ 
ule  of  Records,”  the  periods  stated 
therein  begin  with  the  date  the  records 
are  created  or  otherwise  come  into  the 
possession  of  the  carrier.  The  following 
indicators  are  used  to  designate  in  the 
“Schedule  of  Records”  those  records  for 
which  microfilms  may  be  substituted  for 
original  records  provided  the  procedures 
prescribed  in  §  249.7  are  observed: 

In  the  absence  of  any  “M”  indicator,  micro¬ 
films  may  not  be  substituted  for  any  category 
of  original  documents  unless  microfilming  is 
specifically  authorized  under  the  provisions 
of  paragraph  (a)  or  (d)  of  this  section. 

M — ^Indicates  that  microfilms  may  be  sub¬ 
stituted  for  retention  of  the  original  records 
at  any  time. 

M-1,  M-2,  etc. — Indicates  that  microfilms 
may  be  substituted  for  retention  of  the  orig¬ 
inal  records  only  after  the  original  records 
have  been  retained  in  their  original  form  for 
the  number  of  years  corresponding  to  the 
numeral. 

BIE — Indicates  records  for  which  microfilms 
may  be  substituted  for  the  retention  of  orig¬ 
inal  records  only  for  the  period  subsequent 
to  the  expiration,  cancellation,  supersedure, 
or  other  condition  shown  in  the  column, 
“Period  to  be  Retained.”  Thus,  for  Category 
9(e)  microfilms  are  not  acceptable  for  current 
leases;  however,  they  are  acceptable  for 
leases  upon  termination  thereof,  the  reten¬ 
tion  period  for  which  is  three  years  after 
termination.  • 

No.  91 - 2 


\ 


ScHEDm,*  or  Recobds 


Category  of  records 


COarORATE  AND  OENERAI, 


Period  to  be  retained 


MIcTofllm 

indicator 


1.  Corjwrato  organization; 

(a)  Charter  or  certificate  of  incorporation  and  amendments 
thereto. 

(h)  Ix>gal  documents  in  connection  with  mergers,  consolida¬ 
tions,  reorganization,  receiverships,  and  similar  actions 
which  affect  the  identity  or  organization  of  the 
company. 

2.  Proxies  and  voting  lists; 

(a)  Proxies  of  holders  of  voting  securities . . . . . 

(b)  Idsts  of  holders  of  voting  .securities  represented  at 

meetings. 

3.  Minutes  of  meetings; 

(a)  Meetings  of  stockholders  and  directors . 

(h)  Meetings  of  executive  and  other  directors’  committees. .. 

4.  Capital  stock  records; 

<a)  Detailed  capital  stock  journals,  ledgers  or  their  equivalents. 

(b)  Detailed  capital  stock  subscription  accounts  and  journals 

or  their  equivalents. 

(e)  Subscription  notices  and  requests  for  allotment . 

(d)  Stubs  or  similar  record.s  of  capital  stock  certificates . 

(e)  Stock  transfer  registers . 

(f)  Papers  pertaining  to  or  supporting  transfers  of  capital 

stock. 

(g)  Canceled  capital  stock  certificates . 

.•>.  Bond  or  other  long-term  debt  records; 

(a)  Bond  indentures,  underwriting,  mortgage,  and  other 
long-term  credit  agreements. 

(h)  Bond  or  other  long-term  debt  detailed  journals,  vouchers, 

and  ledgers,  or  their  equivalents. 

(c)  Bond  subscription  accounts . 

(d)  Subscription  notices  and  requests  for  allotment . 

(e)  Stubs  or  similar  records  of  bonds  or  other  long-term  <lebt 

issued. 

(f)  Records  of  Interest  paid  and  unpaid . 

(g)  Canceled  bonds,  mortgages,  notes  or  other  long-term 

debt,  and  interest  coupons. 

(h)  Papers  pertaining  to  or  supporting  transfers  of  bonds . 

f>.  .Atithorlzations  from  regulatory  bodies  for  issuance  of  securities 

including  applications,  reports  and  supporting  papers. 

7.  Copies  of  registration  statements  and  other  data  filed  with  the 

Securities  and  Exchange  Commission  and  supporting  papers 
in  connection  with  offerings  of  securities  for  sale  to  the  public  or 
the  listing  of  securities  on  exchange. 

8.  Titles,  franchises,  and  licenses; 

(a)  Certificates  of  public  convenience  and  necessity  issued  by 
the  Civil  Aeronautics  Board. 

(h)  Letters  of  registration  and  exemptions  to  operate  Issued 
by  the  Civil  Aeronautics  Board. 

(c)  Deeds  and  other  title  papers . 

(d)  Copies  of  formal  orders  of  regulatory  bodies  served  upon 

the  air  carrier. 

9.  Contracts  and  agreements  (see  also  other  pertinent  categories); 

(a)  Service  contracts,  such  as  operational,  management,  ac¬ 
counting,  financial,  and  legal  service. 

(h)  Contracts  with  other  air  carriers  for  interchange  of  aircraft 
or  other  joint  use  of  properties. 

(c)  Incases  pertaining  to  rental  of  property  to,  or  from,  others. 

(d)  Contracts  and  agreements  with  employees  and  associated 

companies  for  the  purchase  and  sale  of  the  air  carrier’s 
own  securities,  or  those  of  associated  companies,  to¬ 
gether  with  memoranda  clarifying  or  explaining  pro¬ 
visions  of  such  contracts. 

(e)  Releases  from  director  contingent  liability  arising  out  of 

action  in  tort. 

(f)  Card  or  hook  records  of  contracts  or  agreements  made _ 

10.  rteneral  and  subsidiary  ledgers  or  their  cquivaJents  except  as 

otherwise  provided  herein: 

(a)  General  ledgers  and  ledger  subsidiary  or  auxiliary  thereto. 

(b)  Indexes  to  general  and  subsidiary  ledgers . . 

(c)  Trial  balance  sheets  of  general  and  subsidiary  ledgers. ... 

11.  Journals  and  journal  vouchers  except  as  otherwise  provided 

herein: 

(a)  flcneral  and  subsidiary  journals  and  journal  vouchers.... 

(b)  Papers  forming  a  part  of,  or  necessary  to  explain  journal, 

entries. 

(c)  Schedules  of  recurring  or  standard  journal  entries  and 

entry  numbers. 

12.  Voucher  registers: 

(a)  Voucher  distribution  registers  or  their  equivalents . 

13.  Vouchers: 

(a)  Voucher  indexes . 

(b)  Vouchers,  expenditure  authorizations  detailed  distribu¬ 

tion  sheets  and  other  supporting  papers,  except  as 
otherwise  provided  herein  (see  item  fi0(a)): 

(1)  Vouchers  of  $1,000  or  more  and  supporting  docu¬ 

ments  including  original  bills  and  invoices. 

(2)  Other  vouchers  and  expenditure  authorizations 

including  original  bills  and  Invoices. 

(c)  Reci'ipts  for  cash  paid  out . 

14.  .\ccounts  Receivables  and  Payables: 

(a)  Traffic  accounts  receivable  or  payable,  detailed  journals 

and  ledgers  or  their  equivalents,  together  with  supiwrt- 
Ing  papers. 

(b)  General  accounts  receivable  or  payable,  detailed  journals 

and  ledgers  or  their  equivalent,  together  with  support¬ 
ing  papers. 

(c)  Copies  of  invoices  issued  by  carrier  and  supporting  papers. 

(d)  Copies  of  Post  Office  Department  Forms:  Airmail  Dis¬ 

patch  Record  (No.  2729),  Interline  Airmail  Record 
(No.  2733),  and  POD  Airmail  Exception  Record  (No. 
2734)  supporting  mail  pay  claims. 


Permanently. 
_ do . 


3  years. 
_ do- 


Permanently . 

_ do . 

_ do . 

3  years . 

. do . . . 

Permanently... . 

_ do _ _ 

3  years . . 

6  years  after  cancellation... 

Permanently . 

3  years  after  redemption... 

3  years  after  account  Is 
closed. 

3  years . 

Permanently . 

. do . 

6  years  after  redemption... 

3  years . 

1  year  after  expiration . 

6  years... . 


Optional  after  expiration.. 

_ do . 

3  years  after  property  dis¬ 
position. 

1  year  after  expiration . 


3  years  after  termination. . 

_ do _ ^ 

_ do . 

Until  termination . 


2  years . 

3  years  after  term. 

Permanently . 

_ do . 

5  years . 

10  years . 

_ do . 

Until  superseded - 

10  years . 

3  years . 

6  years . 

3  years . 

. do.. . 

. do . 


6  years. 


1  year  after  settlement . 

30  days  after  settlement... 


M-6 


M 

M 


M-6 

M-6 

M-3 

M 

M 

M-3 

M-3 

M 


ME 

M-6 


ME 


ME 

M 

M-3 

M-3 

ME 

M 

ME 

M-3 


ME 

ME 

ME 


ME 


ME 

ME 

ME 


M 

ME 


M-10 

M-10 

M-3 


M-6 

M-6 


M-6 

M 


M-8 


M-3 


ME 
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No.  518  and  its  associated  control  areas 
from  Fillmore.  Calif.,  to  Palmdale,  Calif. 

No  adverse  comments  were  received 
r^arding  the  proposed  amendments. 

Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the  mak¬ 
ing  of  the  rules  herein  adopted,  and  due 
consideration  has  been  given  to  all  rele¬ 
vant  matter  presented. 

The  substance  of  the  proposed  amend¬ 
ments  having  been  published,  therefore, 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (25  F.R.  12582) 
and  for  the  reasons  stated  in  the  notice, 
the  following  actions  are  taken: 

1.  In  Part  600  (14  CFR  600)  the  fol¬ 
lowing  section  is  added: 

§  600.6518  VOR  Federal  airway  No.  518 
(Fillmore,  Calif.,  to  Palmdale, 
Calif.). 

From  the  Fillmore,  Calif.,  VORTAC  via 
the  INT  of  the  Fillmore  VORTAC  099“ 
and  the  Palmdale,  Calif.,  VOR  236“ 
radials,  to  the  Palmdale  VOR. 

2.  In  Part  601  (14  CFR  601)  the  fol¬ 
lowing  section  is  added: 

§  601.6518  VOR  Federal  airway  No.  518 
control  areas  (Fillmore,  Calif.,  to 
Palmdale,  (^lif.). 

All  of  VOR  Federal  airway  No.  518. 

These  amendments  shall  become  effec¬ 
tive  0001  e.s.t..  Jime  29,  1961. 

(Sec.  307(a),  72  Sjbat.  749;  49  U.S.C.  1348) 

Issued  in  Washington,  D.C.,  on  May 
5,  1961. 

D.  D.  Thomas, 
Director,  Bureau  of 
Air  Traffic  Management. 

fP.R.  Doc.  61-4368;  Piled.  May  11,  1961; 
8:46  ajn.] 


Category  of  records 


Period  to  be  retained 


Microfilm 

indicator 


OPERATING  STATISTICS 

Individual  trip  reports; ' 

(a)  Traffic  data:  ,  .  w  , 

'  Basic  documents  sbowmg  numbers  of  passengers  and 
pounds  of  mail  and  property  carried; 

(1)  Passenger . 

(2)  Mall . 

(3)  Property . 

flvstem  report  of  airplane  movements  by  trip  number  showing 

MTivals,  departures,  delays  and  related  information.' 
T{/>%rvations  reports  and  records: 

^fa)  Cards  and  charts  constituting  original  source  of  passen- 
'  gers’  names,  telephone  numbers,  etc. 

(b)  Telegrams  and  radio  messages  relating  to  the  clearance  of 

space,  passenger  dispatches,  etc. 

Records  and  reports  relating  to  errors,  oversales,  irregularities, 
^(arin  handling  passengers . . . 


2  years. 

1  year.. 

2  years. 

3  years. 


2  months. 


1  montli. 


3  months  unless  a  longer 
period  is  directed  by  the 
Board  or  an  authorized 
office  of  the  Board. 

1  year . . 

3  years. . . 


(b)  In  handling  air  express  and  air  freight.. . 

Financial  and  statistical  reports  to  the  Civil  Aeronautics  Board 
and  other  regulatory  bodies  together  with  supporting  pape-rs. 

MAINTENANCE  AND  OVERHAI’L 

Records  (excluding  job  expense  distribution  iletail): 

(a)  All  maintenance  performed . 

(b)  complete  overhaul  cycle  for  each  aircraft  and  its 
components  when  approved  continuous  maintenanci 
system  is  used. 

(c)  Major  structural  repairs  ami  alterations . 


1  year... 
Current. 


Until  equipment  is  sold, 
or  when  retired,  1  year 
after  cancellation  of  reg¬ 
istration. 

Until  component  is  sold 
or,  when  retired,  1  year 
after  date  of  retirement 
or  date  of  cancellation  of 
registration,  if  registered. 

Current . 


(d)  Critical  aircraft  conii«)iicnls 


361.  Tlme-ln-service  records  of  air  aircraft,  engines,  proindlers,  and 

appliances. 

362.  Malntenanw  release . 

TRAN.SPORTATIO.V 


2  months 


too.  Individual  trip  reports;  • 

(a)  Operations  data: 

(1)  Dispatch  release*  or  clearance  foriiis . 

(2)  Pilots’  trip  logs . . . . 

(3)  Flight  engineers’,  radio  operators’,  and  navi¬ 

gators’  trip  logs. 

(4)  Flight  plans . 

(6)  Radio  contacts  by  or  with  pilots  cn  route . 

(6)  W'eather  forecasts  and  reports . 

(7)  Weight  and  balance  reports  (load  or  flight  mani¬ 

fests). 

401.  List  of  all  aircraft  being  operated  in  air  transportation . 

402.  Records  and  reports  (internal  and  memoraiula)  incident  to  air¬ 

craft  accidents. 

403.  Shippers’  certifications  of  explosives  and  other  dangerous  articles. 

When  labels  used  do  not  provide  for  certification  thereon. 

404.  Crew  member  and  dispatcher  qualification  and  flight  time  records 

MISCELLANEOUS 

460.  Correspondent  and  indexes  thereto,  including  intoroflict*  memo¬ 
randa  and  working  papers  supporting  or  relating  to  subjects 
covered  by  other  items  of  the.se  regulations  where  necessary  to 
a  proper  explanation  of  such  related  subjects. 

451.  Data  relating  to  the  destruction  of  records  as  provided  in  this  sec¬ 
tion;  authorizations  and  certificates  execut'd  in  ooiinection 
with  the  reproduction  or  destruction  of  recor<ts. 


3  months 

. do _ 

. do _ 


. do _ 

30  days  .. 
3  months. 
. do _ 


Current . 

Until  disposal  is  author¬ 
ized  by  Civil  Aero¬ 
nautics  Board. 

2  years . 

3  months  after  termina¬ 
tion  of  employment. 


[Airspace  Docket  No.  61-WA-15] 

PART  6  0  2  —  ESTABLISHMENT  OF 
CODED  JET  ROUTES  AND  NAVI¬ 
GATIONAL  AIDS  IN  THE  CON¬ 
TINENTAL  CONTROL  AREA 
Extension  of  Coded  Jet  Route 

On  February  28,  1961,  a  notice  of  pro¬ 
posed  rule  making  was  published  in  the 
Federal  Register  (26  F.R.  1733)  stating 
that  the  Federal  Aviation  Agency  pro¬ 
posed  to  extend  VOR/VORTAC  jet  route 
No.  53  from  Pittsburgh,  Pa.,  via  Erie,  Pa., 
to  the  United  States/Canadian  border. 

No  adverse  comments  were  received 
regarding  the  proposed  amendment. 

Interested  persons  have  been  afforded 
an  opportunity  to  participate  in  the 
making  of  the  rule  herein  adopted,  and 
due  consideration  has  been  given  to  all 
relevant  matter  presented. 

The  substance  of  the  proposed  amend¬ 
ment  having  been  published,  therefore, 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (25  F.R.  12582) 
and  for  the  reasons  stated  in  the  notice, 
the  following  action  is  taken: 

Section  602.553  (14  CFR  602.553,  25 
F.R.  12552)  is  amended  to  read: 


Period  prescrilied  for 
items  to  which  related. 


As  may  lx> 
permitted 
for  items  to 
which  re¬ 
lated. 

.M 


>  Refer  to  S  249.13(c). 

§  249.14  Effective  elute. 

This  part  shall  become  effective  June 
10,  1961.  The  retention  requirements 
prescribed  in  this  part  shall  be  applicable 
to  all  records  remaining  in  the  custody 
of  any  air  carrier,  subject  to  its  provi¬ 
sions,  upon  the  effective  date  of  this  part 
as  well  as  to  all  records  subsequently 
acquired.  With  respiect  to  individual 
records,  each  retention  period  herein 
prescribed  shall  commence  upon  the  date 
when  the  records  are  created  or  other¬ 
wise  come  into  the  possession  of  the  air 
carrier. 

Note;  ’The  record-retention  requirements 
contained  herein  have  been  approved  by  the 
Bureau  of  the  Budget  in  acocrdance  with 
the  Federal  Reports  Act  of  1942. 

[seal]  James  L.  Deegan, 

Acting  Secretary. 

IPR.-Doc.  61-4347;  Piled,  May  11,  1961; 

8:45  a.m.] 


Chapter  ill — Federal  Aviation  Agency 

SUBCHAPTER  E — AIR  NAVIGATION 
REGULATIONS 

[Airspace  Docket  No.  6O-LA-102) 

PART  600— DESIGNATION  OF 
FEDERAL  AIRWAYS 

PART  601— DESIGNATION  OF  CON¬ 
TROLLED  AIRSPACE,  REPORTING 
POINTS,  POSITIVE  CONTROL  ROUTE 
SEGMENTS,  AND  POSITIVE  CON¬ 
TROL  AREAS 

Designation  of  Federal  Airway  and 
Associated  Control  Areas 

On  February  3,  1961,  a  notice  of  pro¬ 
posed  rule  making  was  published  in  the 
Federal  Register  (26  F.R,  1067)  stating 
that  the  Federal  Aviation  Agency  pro¬ 
posed  to  designate  VOR  Federal  airway 
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§  602.553  VOR/VORTAC  jet  route  No. 
53  (Ke7  West,  Fla.,  to  Toronto, 
Ontario,  Canada). 

Prom  the  Key  West,  Fla.,  VOR  via  the 
INT  of  the  Key  West  VOR  054®  and 
the  Miami.  Fla.,  VORTAC  214°  radials; 
Miami  VORTAC;  West  Palm  Beach,  Fla., 
VORTAC;  Vero  Beach,  Fla.,  VOR;  INT 
of  the  Vero  Beach  VOR  339°  and  the 
Jacksonville,  Fla.,  VORTAC  163°  radials; 
Jacksonville  VORTAC;  INT  of  the  Jack¬ 
sonville  VORTAC  343°  and  the  Augusta, 
Ga.,  VOR  180°  radials;  Augusta  VOR; 
Spartanburg,  S.C.,  VOR;  Pulaski,  Va., 
VOR;  Pittsburgh,  Pa.,  VORTAC;  Erie, 
Pa.,  VORTAC;  to  the  Toronto,  Ontario, 
Canada,  VOR,  excluding  the  airspace 
that  lies  over  Canadian  territory. 

This  amendment  shall  become  effec¬ 
tive  0001  e.s.t.,  June  29.  1961. 

(Sec.  307(a).  72  Stat.  749;  49  U.S.C.  1348) 


Issued  in  Washington,  D.C.,  on  May  5, 
1961. 


D.  D.  Thomas, 
Director,  Bureau  of 
Air  Traffic  Management. 


[P.R.  Doc.  61-4367;  Piled.  May  11.  1961; 
,  8:46  a.m.] 


(Airspace  Docket  No.  61-HO-lO] 

PART  608— SPECIAL  USE  AIRSPACE 

Alteration  of  Restricted  Area 

The  purpose  of  this  amendment  to 
§  608.31  of  the  regulations  of  the  Ad¬ 
ministrator  is  to  designate  a  controlling 
agency  for  the  Island  of  Kahoolawe, 
Hawaii,  Restricted  Area  R-3104. 

The  Department  of  the  Navy  concurs 
with  the  Federal  Aviation  Agency 
(FAA)  that  more  safe,  efficient,  and 
economical  utilization  of  airspace  can  be 
accomplished  by  joint  civil/military  use 
of  R-3104.  Therefore,  action  is  taken 
herein  to  designate  the  Federal  Avia¬ 
tion  Agency,  Honolulu  ARTCC,  as  the 
controlling  agency  for  R-3104. 

Since  the  change  effected  by  this 
amendment  imposes  no  additional  bur¬ 
den  on  any  person,  notice  and  public 
procedure  hereon  are  unnecessary,  and 
it  may  be  made  effective  immediately. 

In  consideration  of  the  foregoing,  and 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (25  F.R.  12582). 
§  608.31  Hawaii,  R-3104  Island  of  Ka- 
hoolawa,  Hawaii  (26  FJl.  878) ,  is  amend¬ 
ed  to  read: 

R-3104  Island  of  Kahoolawe,  Hawaii: 
Boundaries.  Beginning  at  latitude  20”- 
36'20"  N.,  longitude  156”31'45"  W.,  clock¬ 
wise  1  mile  offshore  and  parallel  to  the  shore¬ 
line  to  latitude  20”37'00"  N.,  longitude 
156”35'15"  W.,  to  point  of  beginning. 
Designated  altitudes.  Unlimited. 

Time  of  designation.  Continuous. 
Controlling  agency.  Federal  Aviation 
Agency,  Honolulu  ARTC  Center. 

Using  agency.  Commander,  Fleet  Air 
Hawaii,  NAS  Barber’s  Point,  Hawaii. 

This  amendment  shall  become  effec¬ 
tive  upon  the  date  of  publication  in  the 
Federal  Register. 

(Sec.  307(a),  72  Stat.  749;  49  U.S.C.  1348) 


Issued  in  Washington,  D.C.,  on  May 
5, 1961. 


D.  D.  Thomas, 
Director.  Bureau  of 
Air  Traffic  Management. 


[F.R.  Doc.  61-4370;  Filed,  May  11,  1961; 
8:46  a.m.] 


[Airspace  Docket  No.  61-HO-l  ] 

PART  608— SPECIAL  USE  AIRSPACE 


Alteration  of  Restricted  Area 


The  purpose  of  this  amendment  to 
§  608.31  of  the  Regulations  of  the  Ad¬ 
ministrator  is  to  add  a  controlling  agen¬ 
cy  for  the  Humuula,  Hawaii,  Restricted 
Area  R-3103  and  to  change  the  time  of 
designation. 

The  Department  of  the  Army  has 
agreed  to  joint  use  of  R-3103  and  to  the 
designation  of  a  controlling  agency  for 
the  area.  The  designation  of  the  Hilo, 
Hawaii.  Combined  Station/Tower  as 
controlling  agency  for  R-3103  will  pro¬ 
vide  a  facility  which  airborne  traffic  may 
contact  for  approval  to  transit  the  area 
when  it  is  not  being  utilized  by  the  using 
agency.  Therefore,  the  Federal  Aviation 
Agency  is  changing  the  time  of  designa¬ 
tion  to  “continuous”  in  lieu  of  the  pres¬ 
ent  “As  published  in  Notices  to  Airmen 
(Firing  Notices)  hours  of  daylight  and 
darkness.”  and  adding  “The  Federal 
Aviation  Agency,  Hilo,  Hawaii,  Combined 
Station/Tower”  as  the  controlling 
agency.  Such  action  is  taken  herein. 

Since  this  amendment  imposes  no 
additional  burden  on  the  public,  com¬ 
pliance  with  the  notice,  public  proce¬ 
dure,  and  effective  date  requirements  of 
section  4  of  the  Administrative  Proce¬ 
dure  Act  is  unnecessary  and  it  may  be 
made  effective  immediately. 

In  consideration  of  the  foregoing,  and 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (25  F.R.  12582) , 
the  following  action  is  taken; 

In  the  text  of  §  608.31  Hawaii,  Rr- 
3103  Humuula.  Hawaii  (26  F.R.  878)  is 
amended  to  read: 

Boundaries.  Beginning  at  latitude  19  ”48' 
45",  longitude  155”38'00”;  to  latitude  19® 
45'15",  longitude  155”32'00";  to  latitude 
19”39'00".  longitude  155°26'30";  to  latitude 
19”32'00”,  longitude  155®42'00”;  to  latitude 
19®38'00",  longitude  155”45'10";  to  latitude 
19”41'00",  longitude  155®44'00";  to  latitude 
19”47'00",  longitude  155”38’00”;  to  point  of 
beginning. 

Designated  altitudes.  Surface  to  36,000 
feet  MSL. 

Time  of  designation.  Continuous. 

Controlling  agency.  Federal  Aviation 
Agency,  Hilo  Combined  Statlon/Tower. 

Using  agency.  Commanding  General,  U.S. 
Army  Hawaii,  Schofield  Barracks,  Hawaii. 

This  amendment  shall  become  effec¬ 
tive  upon  date  of  publication  in  the 
Federal  Register. 


(Sec.  307(a),  72  Stat.  749;  49  U.S.C.  1348) 

Issued  in  Washington,  D.C.,  on  May  5, 
1961. 


D.  D.  Thomas, 
Director,  Bureau  of 
Air  Traffic  Management. 


[FJl.  Doc.  61-4369;  Filed,  May  11,  1961; 
8:46  am.] 


Title  21 — FOOD  AND  DRUGS 

Chapter  I — Food  and  Drug  Adminis¬ 
tration,  Department  of  Health,  Edg. 
cation,  and  Welfare 

SUBCHAPTER  C — DRUGS 

PART  141a— PENICILLIN  AND  PEN) 
CILLIN-CONTAINING  DRUGS*  TESTS 
AND  METHODS  OF  ASSAY 

Miscellaneous  Amendments 

Correction 

In  F.R.  Doc,  61-4230,  appearing  at 
page  3991  of  the  issue  for  Tuesday,  May 
9,  1961,  the  following  corrections  arp 
made: 

1.  In  the  table  of  values  following  the 
equation  in  §  141a.5(g),  the  value  for  B 
was  given  but  not  properly  identified. 
As  corrected,  therefore,  the  third  item 
in  the  table  of  values  reads:  “B=absorb- 
ance  per  milligram  of  benzoic  acid 
U.S.P,  per  millimeter  of  0.1  N  NHiOHat 
224  m/x.”. 

2.  In  item  14,  the  amended  paragraph 
of  §  141a.75  should  be  designated  as 
paragraph  (g)  instead  of  paragraph  (a). 


Title  46— SHIPPING 

Chapter  I — Coast  Guard,  Department 
of  the  Treasury 

SUBCHAPTER  O — REGULATIONS  APPLICABLE  TO 
CERTAIN  VESSELS  DURING  EMERGENCY 

(CGFR  61-19]  i 

PART  154 — WAIVERS  OF  NAVIGA¬ 
TION  AND  VESSEL  INSPECTION 
LAWS  AND  REGULATIONS^ 

“M.  V.  Four  Winds” 

Pursuant  to  the  request  of  the  Assist¬ 
ant  Secretary  of  Defense,  Installations 
and  Logistics,  in  a  letter  dated  April  23, 
1961,  made  under  the  provisions  of  sec¬ 
tion  1  of  the  act  of  December  27,  1950 
(64  Stat.  1120;  46  U.S.C.  note  prec.  1), 
and  a  delegation  of  authority  from  the 
Secretary  of  Defense,  the  navigation  and 
vessel  inspection  laws  are  waived  to  the 
extent  and  in  the  manner  described  in 
§  154.75  until  July  1,  1962. 

The  purpose  for  the  following  waiter 
order  designated  §  154.75,  as  well  as  33 
CFR  19.75,  is  to  waive  the  navigation  and 
vessel  inspection  laws,  and  regulations 
issued  pursuant  thereto  which  are  ad¬ 
ministered  by  the  United  States  Coast 
Guard,  as  requested  by  the  Assistant 
Secretary  of  Defense.  Installations  and 
Logistics,  and  to  publish  the  terms  of  this  i 
waiver  in  the  Federal  Register.  It  is 
hereby  found  that  compliance  with  the 
Administrative  Procedure  Act  (respect¬ 
ing  notice  of  proposed  rule  making,  pub¬ 
lic  rule  making  procedures  thereon,  and 
effective  date  requirements  thereof),  is 
impracticable  and  contrary  to  the  public 
interest. 

By  virtue  of  the  authority  vested  in  me 
as  Commandant.  United  States  Coast 
Guard,  by  an  order  of  the  Acting  Secrc- 


» This  is  also  codified  as  33  CFR  Part  19. 
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tATV  of  the  Treasury  dated  January  23, 
laS  identified  as  CGFR  51-1,  and  pub- 
liehfd  in  the  Federal  Register  dated 
Suary  26,  1951  (16  F.R.  731),  the  fol¬ 
lowing  waiver  order  is  promulgated  and 
shall  be  effect  to  and  including  June 
30  1962,  unless  sooner  terminated  by 
proper  authority: 

g  154.75  “M.V.  Four  Winds”,  O.N. 

^  203147. 

(a)  Pursuant  to  the  request  of  the 
Assistant  Secretary  of  Defense,  Instal¬ 
lations  and  Logistics,  in  a  letter  dated 
April  22, 1961,  made  under  the  provisions 
of  section  1  of  the  Act  of  December  27, 
1950  (64  Stat.  1120;  46  U.S.C.  note  prec. 

1)  and  a  delegation  of  authority  from 
the  Secretary  of  Defense,  I  hereby  waive, 
as  deemed  necessary  in  the  interest  of 
national  defense  by  the  Assistant  Secre¬ 
tary  of  Defense,  compliance  with  certain 
provisions  of  the  navigation  and  vessel 
inspection  laws  administered  by  the 
Coast  Guard,  as  well  as  the  regulations 
issued  thereunder  and  published  in  33 
CPR  Chapter  I  or  in  this  chapter,  to  the 
extent  necessary  to  permit  the  “M.V. 
PV)ur  Winds”,  O.N.  203147,  owned  by 
Bruan  Shipping  Corporation,  P.O.  964, 
Agana,  Guam,  Marianas  Islands,  to  have 
a  certificate  of  inspection  for  an  “ocean” 
route,  and  permission  to  operate  so  long 
as  such  vessel  is  in  compliance  with  the 
applicable  laws  and  the  following  mini- 
mums  for  certain  manning  and  employ¬ 
ment  requirements  in  lieu  of  those  pre¬ 
scribed  in  law: 

(1)  The  master  shall  be  in  possession 
of  an  appropriate  master’s  license  and 
merchant  mariner’s  document  issued  by 
the  U.S.  Coast  Guard. 

(2)  The  master  and  crew  members 
shall  have  security  clearances  issued  by 
the  appropriate  U.S.  military  authority 
having  security  control  over  Guam  and 
its  waters. 

(3)  U.S.  citizens  who  do  not  possess 
the  appropriate  Coast  Guard  licenses 
and/or  merchant  mariner’s  documents 
required  by  law,  and  whose  licenses 
and/or  merchant  mariner’s  documents 
are  not  now  either  suspended  or  revoked, 
may  be  employed  as  crew  members  to 
the  extent  found  necessary  by  the  Officer 
in  Charge,  Marine  Inspection,  Guam. 

(4)  Aliens,  except  as  set  forth  in  sub- 
paragraph  (1)  of  this  paragraph,  may  be 
employed  as  crew  members  to  the  extent 
found  necessary  by  the  Officer  in  Charge, 
Marine  Inspection,  Guam. 

(5)  To  permit  the  employment,  ship¬ 
ment,  and/or  discharge  of  officers  and 
crew  members,  and/or  payment  of  wages 
to  officers  and  crew  members,  to  be  under 
the  supervision  of  the  vessel’s  master  so 
long  as  the  master  shall  report  the  ship¬ 
ment  and  discharge  of  seamen,  etc.,  to 
the  Coast  Guard  in  the  same  manner  and 
under  the  same  procedures  as  required 
when  seamen  are  not  shipped  or  dis¬ 
charged  before  a  Coast  Guard  official  or 
in  the  presence  of  a  United  States  Con¬ 
sular  Officer,  and  the  master  shall  sub¬ 
mit  such  information  on  Form  CG-735T 
for  each  completed,  round-trip  voyage  to 
a  port  or  ports  outside  the  Marianas 
Islands,  or  for  each  quarter  or  for  each 
shorter  period  of  time  when  the  vessel’s 
operations  are  confined  exclusively  to  the 
Marianas  Islands,  so  that  reports  on 


Form  CG-735T  will  cover  the  entire  time 
such  vessel  is  in  operation. 

(b)  This  waiver  order  shall  be  in  effect 
to  and  including  Jime  30,  1962,  unless 
sooner  terminated  by  proper  authority. 
(Sec.  1,  64  Stat.  1120;  46  U.S.C. ,  note  prec.  1) 
Dated:  May  8,  1961. 

[SEAL]  J.  A.  HIRSHFIELD, 

Vice  Admiral.  U.S.  Coast  Guard, 
Acting  Commandant. 

(F.R.  Doc.  61-4392;  Piled,  May  11,  1961; 
8:49  a.m.] 


Title  47— TELECOMMUNICATION 

(Docket  Nos.  13273, 13754;  PCC  61-684] 

Chapter  I — Federal  Communications 
Commission 

PART  10— PUBLIC  SAFETY  RADIO 
SERVICES 

Miscellaneous  Amendments 

In  the  matter  of  amendment  of  Part 
10  of  the  Commission’s  rules,  so  as  to 
establish  a  medical  emergency  radio 
service;  provision  of  additional  assign¬ 
able  frequencies  for  the  use  of  licensees 
in  the  Police,  Fire,  and  Highway  Main¬ 
tenance  Radio  Services;  revision  of  the 
classes  of  persons  who  are  eligible  for 
licensing  in  the  Special  Emergency  Radio 
Service  and  the  deletion  of  certain  fre¬ 
quencies  assignable  to  licensees  in  the 
Special  Emergency  Radio  Service,  Docket 
No.  13273;  provision  for  additional  fre¬ 
quencies  in  the  150.8  Mc-152  Me  band  for 
assignment  to  the  Local  Government 
Radio  Service,  Docket  No.  13754. 

1.  The  further  notice  of  proposed  rule 
making  in  the  above-entitled  matter  pro¬ 
posed  to  make  available  twenty-six  fre¬ 
quencies  to  the  Public  Safety  Radio 
Service  as  follows: 

a.  To  the  Local  Government  Radio 
Service  would  go  twenty-one  frequencies; 
eleven  of  which  would  be  interspersed 
between  existing  Forestry-Conservation 
frequencies  in  the  150.8-152  Me  band, 
and  ten  would  be  in  the  152-162  Me  band 
interspersed  between  existing  police  fre¬ 
quencies; 

b.  To  the  Highway  Maintenance  Radio 
Service  would  go  five  frequencies  in  the 
150.8-152  Me  band  located  between  fre¬ 
quencies  now  available  to  this  Service. 

This  further  notice  of  proposed  rule 
making  modified  the  original  notice  only 
insofar  as  it  proposed  to  make  available 
to  the  Highway  Maintenance  Radio  Serv¬ 
ice  frequencies  in  the  150.8-152  Me  band, 
thus  giving  that  Service  a  block  of  fre¬ 
quencies  in  that  band.  Conversely,  the 
original  proposal  to  make  these  frequen¬ 
cies  available  to  the  Local  Government 
Radio  Service  was  altered  by  proposing 
to  give  that  Service  five  frequencies  in 
the  152-162  Me  band.  The  net  result  is 
refiected  in  the  totals  listed  above. 

2.  This  further  notice  was  duly  pub¬ 
lished  (25  F.R.  10948,  November  17, 
1960),  and  comments  were  required  to 
be  filed  on  or  before  December  31,  1960. 
All  such  comments  have  been  carefully 
considered  whether  or  not  specifically 
mentioned  in  this  Third  Report  and 
Order. 


3.  The  proposal  to  make  five  frequen¬ 
cies  in  the  150.8-152  Me  band  available 
in  the  Highway  Maintenance  Service 
aroused  general  support.  Users  in  this 
Service  pointed  out  that  if  the  frequen¬ 
cies  in  question  were  made  available  a 
consecutive  block  of  Highway  Mainte¬ 
nance  frequencies  would  thus  be  created 
and  frequency  coordination  and  expan¬ 
sion  of  existing  systems  would  be  more 
readily  planned.  Since  the  Commission’s 
proposal  and  the  comments  are  in  accord, 
it  appears  unnecessary  to  discuss  this 
segment  of  the  Docket  in  more  detail. 
By  this  Report  and  Order,  the  Commis¬ 
sion  will  make  available  five  additional 
frequencies  in  the  150.8-152  Me  band  to 
the  Highway  Maintenance  Radio  Service 
for  base-mobile  operations. 

4.  Consideration  of  the  specific  pro¬ 
posals  for  additional  frequencies  for  the 
Local  Government  Service  can  be  best 
treated  in  two  parts.  That  segment 
which  proposes  to  make  ten  frequencies 
available  to  this  Service  in  the  152-162 
Me  band  appears  to  be  generally  accept¬ 
able.  These  frequencies  would  be  inter¬ 
spersed  between  frequencies  now  avail¬ 
able  to  the  Police  Radio  Service,  and 
comments  from  users  in  this  Service  sup¬ 
port  the  proposal.  The  Local  Govern¬ 
ment  users  who  submitted  filings  were 
more  concerned  with  establishing  a  need 
for  additional  frequencies  than  with  pin¬ 
pointing  the  location  in  the  frequency 
spectrum  where  these  frequencies  should 
be  located.  It  appears  safe  to  conclude 
that  those  interested  in  obtaining  au¬ 
thorizations  in  the  Local  Government 
Radio  Service  will  not  be  averse  to  the 
adoption  of  the  proposal  to  make  ten 
additional  frequencies  available  to  that 
Service  between  existing  police  radio  fre¬ 
quencies  in  the  152-162  Me  band. 

5.  The  proposal  to  make  available 
eleven  frequencies  in  the  150.8-152  Me 
band  to  the  Local  Government  Radio 
Service  met  strong  objections  from  the 
Forestry-Conservation  Radio  Service 
users  since  these  new  frequencies  would 
be  interspersed  between  frequencies  now 
available  to  that  Service.  A  large  num¬ 
ber  of  individual  state  forestry  conserva¬ 
tion  departments  commented  against  the 
proposal  and  counter-proposed  that  the 
frequencies  involved  be  made  available 
to  their  Service.  The  Forestry-Conser¬ 
vation  Communications  Association 
(FCCA)  presented  the  most  detailed 
argument  in  behalf  of  its  users  and  its 
comments  may  be  regarded  as  properly 
representing  the  Forestry-Conservation 
position. 

With  regard  to  the  existing  Forestry- 
Conservation  frequencies  in  the  150.8- 
152  Me  band,  FCCA  commented;  “These 
are  extremely  useable  channels  today  be¬ 
cause  of  their  propagation  characteris¬ 
tics  and  the  attendant  reduction  in  skip 
interference.  These  frequencies  can  be 
utilized  for  extensive  fire  detection  sys¬ 
tems  or  for  base-mobile  communications, 
or  for  mobile-to-mobile  communications 
through  utilization  of  mobile  relays  in 
mountainous  terrain,  which  provide  ex¬ 
cellent  coverage  of  fairly  large  areas 
without  skip  interference  to  other  areas. 
'These  other  areas  could  be  defined  as 
the  states  with  whom  the  frequency  is 
shared  and  not  adjacent  thereto.  The 
present  151  Me  block  provides  Forestry- 
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Conservation  its  most  useable  high  fre¬ 
quency  channels.  TTie  Commission’s 
proposal  to  intersperse  Local  Govern¬ 
ment  between  these  existing  twelve  chan¬ 
nels  will  create  interference  problems 
which  will,  in  turn,  place  this  group  of 
frequencies  in  the  category  of  question¬ 
able  usefulness.  Actual  tests  with  the 
most  modem  narrow-band  equipment 
available  cast  considerable  doubt  that 
the  40  mile  use  limitation  will  afford 
adequate  protection  to  an  adjacent  15 
kc  removed  system  due  to  the  great  area 
covered  by  mountain  top  relay  or  re¬ 
peater  stations  widely  employed  in  the 
Forestry-Conservation  Radio  Service.” 

In  its  further  notice  of  proposed  rule 
making  in  this  matter,  the  Commission 
had  stated  that:  “It  does  not  appear  that 
the  Forestry-Conservation  Radio  Service 
has  any  immediate  need  for  additional 
frequencies.”  This  was,  the  FCCA 
pointed  out,  based  on  an  examination 
of  existing  license  records  showing  fre¬ 
quency  usage  at  that  time  and  was  a 
major  consideration  in  the  Commission’s 
proposal  to  make  additional  frequencies 
available  to  the  Local  Government  Radio 
Service  by  interspersing  them  between 
Forestry-Conservation  frequencies.  In 
its  refutation  of  this  premise,  FCCA 
pointed  out  that:  “The  Conamission’s 
first  Report  and  Order  No.  53002  of 
Docket  No.  12169  released  December  20, 
1957,  established  the  fact  that  effective 
April  1,  1958,  the  frequencies  of  151.145 
through  151.475  Me  could  be  used  by  the 
Forestry-Conservation  Radio  Service. 
Slightly  over  two  years  have  elapsed 
since  these  frequencies  were  made  avail¬ 
able  for  Forestry-Conservation  use. 
Considerable  planning,  engineering  and 
budgeting  is  required  before  state  or¬ 
ganizations  are  in  a  position  to  acquire 
replacement  or  additional  communica¬ 
tions  equipment;  most  State  legislatures 
convene  only  once  in  a  two-year  period; 
only  six  of  the  fifty  State  legislatures 
meet  yearly.  We  respectfully  point  out 
to  the  Commission  that  if  the  assumption 
that  the  Forestry-Conservation  Radio 
Seiwice  does  not  need  additional  fre¬ 
quencies  is  based  upon  records  of  licenses 
issued  to  the  Forestry-Conservation 
agencies  in  this  portion  of  the  spectrum, 
that  due  to  the  timing  involved,  the 
present  existing  niunber  of  licenses  is¬ 
sued  does  not  represent  a  true  picture  of 
the  need  of  frequencies  in  this  area  for 
Forestry-Conservation  use.” 

The  comment  implies  that  the  Pores- 
ti-y-Conservation  Service  would  relin¬ 
quish  its  operations  in  the  450-470  Me 
portion  of  the  spectnun  to  create  addi¬ 
tional  “clear”  channels  for  the  Local 
Government  Radio  Service.  It  is  the 
FCCA  position  that  since  this  Service  is 
primarily  designed  for  smaller  entities 
whose  need  for  wide-area  communica¬ 
tion  is  limited,  the  frequency  band  450- 
470  Me  is  well-suited  for  such  operations. 

6.  One  additional  consideration  urged 
by  many  Forestry-Conservation  users  in 
their  comments  is  that  to  intersperse 
Local  Government  frequencies,  or  those 
of  any  other  service,  between  existing 
Forestry-Conservation  frequencies  would 
violate  the  Commission’s  policy,  as  ex¬ 
pressed  in  its  First  Report  and  Order  in 
Docket  No.  13273,  that  frequencies  would 
be  made  available  on  a  block  basis;  i.e.,  to 


a  single  service.  It  should  be  pointed  out 
that  in  enunciating  this  position  the 
Commission  added  the  caveat  “wherever 
practicable.”  In  other  words,  the  Com¬ 
mission  will  seek  to  make  frequencies 
available  to  achieve  “block”  assignments, 
but  obviously  other  factors  may  preclude 
the  effectuation  of  this  policy  in  every 
instance.  In  the  present  case,  the  need 
of  Local  Government  users  for  additional 
frequencies  must  be  balanced  against 
any  corresponding  need  of  the  Forestry- 
Conservation  Service  coupled  with  the 
problems  inherent  in  interspersion.  In 
sum,  “block”  assignments  are  highly  de¬ 
sirable,  but  they  are  not  mandatory. 

7.  The  relative  needs  of  the  two  serv¬ 
ices  for  the  frequencies  in  question  are 
difBcult  to  assess.  While  applicants  for 
authorizations  in  the  Local  Government 
Radio  Service  have  probably  experienced 
greater  difficulties  in  obtaining  frequen¬ 
cies,  the  Commission’s  action,  supra,  in 
making  10  additional  frequencies  in  the 
152-162  Me  band  available  to  this  Serv¬ 
ice  should  minimize  these  hardships  to 
a  considerable  extent.  Also,  the  Com¬ 
mission  expects  that  a  less  stringent  fre¬ 
quency  coordination  procedure  will  be 
developed  for  this  Service,  thus  permit¬ 
ting  many  more  applicants  to  utilize  all 
the  frequencies  now  available  to  Local 
Government  users.  From  the  comments 
received  from  agencies  of  the  State  of 
California,  it  would  appear  that  existing 
authorizations  in  the  150.8-152  Me  band 
in  that  state  as  a  practical  matter  would 
preclude  any  Local  Government  usage 
therein.  This  is  probably  representative 
of  the  situation  in  those  states  which 
presently  have  substantial  Forestry-Con¬ 
servation  systems  in  this  band.  It  should 
be  noted  that  the  solution  advanced  by 
these  comments  to  make  frequencies  in 
the  152-162  Me  band  available  to  the 
Local  Government  Radio  Service  is  being 
followed  herein. 

The  FCCA  admits  that  its  usage  of  fre¬ 
quencies  in  this  band  has  been  limited 
thus  far.  However,  it  anticipates  the 
installation  of  many  state-wide  systems 
in  the  150.8-152  Me  band  in  the  near 
future.  Its  contention  that  these  far- 
flung  systems  can  be  operated  efficiently 
only  on  frequencies  in  this  portion  of  the 
system  is  persuasive.  While  it  does  not 
appear  certain  that  Forestry-Conserva¬ 
tion  users  will  have  any  extensive  need 
for  the  11  frequencies  at  issue  here,  it 
is  true  that  the  operations  of  Local  Gov¬ 
ernment  stations  on  these  frequencies 
would  in  all  likelihood  cause  disruption 
in  both  the  planning  and  future  opera¬ 
tion  of  any  state-wide  Forestry-Con¬ 
servation  system  which  contemplates 
usage  of  an  adjacent  channel.  Hence, 
although  by  making  these  11  frequencies 
available  to  the  Forestry-Conservation 
Service  maximum  utilization  of  these 
frequencies,  per  se,  might  not  be  realized, 
such  a  decision  would  result  in  the  best 
feasible  usage  of  this  portion  of  the 
spectrum  as  a  whole.  Of  course,  as  has 
already  been  pointed  out,  this  would  pro¬ 
vide  a  “block”  assignment  to  this  Serv¬ 
ice  which  from  a  frequency  coordination 
standpoint  is  advantageous.  On  balance, 
it  appears  that  the  Public  Safety  Services 
will  be  better  served  by  making  these 
frequencies  available  at  this  time  to  the 
Forestry-Conseiwation  Radio  Service. 


It  should  be  recognized  that  much  of 
this  problem  has  been  due  to  the  slow- 
ness  in  the  past  three  years  with  which 
Forestry-Conservation  users  have  moved 
in  establishing  their  radio  systems,  par- 
ticularly  those  contemplating  statewide 
coverage,  on  the  frequencies  in  the 
150.8-152  Me  band  now  available  to 
them.  The  Commission  is  aware  that 
governmental  institutions  have  unique 
budgetary  and  other  problems  which  fre- 
quently  preclude  rapid  action.  However 
bearing  this  fact  in  mind,  the  Commis¬ 
sion  intends  in  1963  to  survey  the  amount 
of  usage  which  then  exists  in  this  part 
of  the  spectrum  and  may  at  that  time 
if  it  deems  such  action  appropriate,  pro- 
pose  to  reallocate  the  11  frequencies 
which  it  has  made  available  to  the 
Forestry-Conservation  Radio  Service  in  I 
this  proceeding.  | 

8.  The  Commission  in  its  original 
Notice  of  Proposed  Rule  Making  raised 
the  issue  of  whether  the  frequencies 
made  available  in  the  150.8-152  Me  band 
by  this  action  should  be  treated  as  other 
15  kc  “tertiary”  frequencies  are  in  terms 
of  frequency  coordination  or  whether 
less  stringent  procedures  should  be 
adopted.  Subsequently,  petitions  cover¬ 
ing  this  question  have  been  submitted  by 
APCO,  by  FCCA,  and  by  the  Interna¬ 
tional  Municipal  Signal  Association 
(TmsA).  It  is,  therefore,  proposed  to 
delay  a  decision  on  this  matter  in  this 
proceeding  and  instead  to  issue  a  notice 
of  proposed  rule  making  at  a  later  date 
directed  specifically  to  this  issue. 

9.  Authority  for  the  amendments  set  i 

forth  below  is  contained  in  sections  4(i)  | 

and  303  of  the  Communications  Act  of 
1934,  as  amended. 

Therefore,  it  is  ordered.  That  effective 
June  15,  1961,  Part  10  be  amended  asset 
forth  below. 


Adopted:  May  3, 1961. 
Released:  May  8, 1961. 


Federal  Communications 
Commission. 

fsEALl  Ben  F.  Waple, 

Acting  Secretary. 

Part  10  of  the  Commission’s  rules  is 
amended  as  follows: 

1.  The  frequency  table  in  §  10.355(d) 
is  amended  by  deleting  that  portion  be¬ 
ginning  with  the  frequency  151.145  Me 
and  ending  with  the  frequency  151.475 
Me  and  substituting  therefor  the 
following: 


Frcfiuency  or  bond 

Class  of  stalion(s) 

Limita¬ 

tion 

1.51.14.') . 

1.51. IfiO . 

. do . 

22 

1,51.175 . 

151.100 . 

. 

22 

1.51.205 . 

151.220 . 

. do . 

n 

151.235 . 

1,51.2,50 . 

22 

151 .265  . 

1.51.280 . 

22 

151.205  .  _ 

1,51.310  .  . 

1,51.325 

151.340 . 

. <i() . 

151.^55  .  .. 

1,51.370. . 

151  .Wi 

1.51.400 . 

n 

151  415 

1.51.430  . 

% 

151  445 

do 

151 .4«) . 

_ do _ _ 

it 

1.51.475  .  . 

. do . 
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2.  The  frequency  table  in  §  10.405(e) 
is  amended  by  deleting  that  portion  be¬ 
ginning  with  the  frequency  150.995  Me 
and  ending  with  the  frequency  156.045 
Me  and  substituting  therefor  the 
following: 


Class  of  station(s) 


Frequency  or  band 


Limita¬ 

tion 


Base  and  mobile. 


Mobile. 


3.  The  frequency  table  in  §  10.555(f) 
is  amended  by  deleting  that  portion  be¬ 
ginning  with  the  frequency  154.115  Me 
and  ending  with  the  frequency  155.715 
Me  and  substituting  therefor  the 
following: 


Class  of  station  (s) 


Freouency  or  band 


Limita¬ 

tion 


Base  and  mobile. 


[P.R.  Doc.  61-4404;  Piled,  May  11,  1961 
8:50  ajn.] 


Proposed  Rule  Making 


DEPARTMENT  OF  THE  TREASURY 

Internal  Revenue  Service 
[  26  CFR  Part  1  1 

INCOME  TAX;  TAXABLE  YEARS  BE¬ 
GINNING  AFTER  DEC.  31,  1953 

Life  Insurance  Companies 

Notice  is  hereby  given,  pursuant  to  the 
Administrative  Procedure  Act,  approved 
June  11,  1946,  that  the  regulations  set 
forth  in  tentative  form  below  are  pro¬ 
posed  to  be  prescribed  by  the  Commis¬ 
sioner  of  Internal  Revenue,  with  the  ap¬ 
proval  of  the  Secretary  of  the  Treasuiy 
or  his  delegate.  Prior  to  the  final  adop¬ 
tion  of  such  regulations,  consideration 
will  be  given  to  any  cwnments  or  sug¬ 
gestions  pertaining  thereto  which  are 
submitted  in  writing,  in  duplicate,  to 
the  Conunissioner  of  Internal  Revenue, 
Attention:  T:P,  Washington  25,  D.C., 
within  the  period  of  30  days  from  the 
date  of  publication  of  this  notice  in  the 
Federal  Register,  Any  person  submit¬ 
ting  written  comments  or  suggestions 
who  desires  an  opportunity  to  comment 
orally  at  a  public  hearing  on  these  pro¬ 
posed  regulations  should  submit  his  re¬ 
quest,  in  writing,  to  the  Commissioner 
within  the  30-day  period.  In  such  a 
case,  a  public  hearing  will  be  held,  and 
notice  of  the  time,  place,  and  date  will 
be  published  in  a  subsequent  issue  of  the 
Federal  Register.  The  proposed  regu¬ 
lations  are  to  be  issued  under  the  author¬ 
ity  contained  in  section  7805  of  the  In¬ 
ternal  Revenue  Code  of  1954  (68A  Stat. 
917;  26  U.S.C.  7805). 

TSeal]  Mortimer  M.  Caplin, 
Commissioner  of  Internal  Revenue. 

In  order  to  conform  the  Income  Tax 
Regulations  (26  CFR  Part  1)  under  sec¬ 
tion  316  of  the  Internal  Revenue  Code 
of  1954  to  the  Life  Insurance  Company 
Tax  Act  for  1955  (70  Stat.  49)  and  imder 
sections  34,  381,  and  817  of  the  Internal 
Revenue  Code  of  1954  to  the  Life  Insur¬ 
ance  Company  Income  Tax  Act  of  1959 
(73  Stat.  139,  132),  such  regulations  are 
amended  as  follows: 

Paragraph  1.  Paragraph  (b)  (1)  of 
§  1.34-3  is  amended  to  read  as  follows: 

§  1.34—3  Dividends  to  wliieli  the  credit 
and  exclusion  apply. 

*  m  0  *  * 

(b)  Dividends  from  certain  corpora¬ 
tions.  (1)  Section  34  (c)  and  (d)  con¬ 
tains  further  restrictions  on  the  type 
of  distributions  which  are  treated  as  divi¬ 
dends  for  purposes  of  the  credit  and  ex¬ 
clusion.  Thus,  no  credit  or  exclusion  is 
applicable  with  respect  to  dividends  re¬ 
ceived  from  a  corporation  organized  un¬ 
der  the  China  Trade  Act,  1922;  from 
stock  life  insurance  companies  before 
January  1,  1959,  in  taxable  years  ending 
before  such  date;  from  corporations 
which  during  their  taxable  year  of  the 
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distribution  or  their  preceding  taxable 
year  were  corporations  to  which  section 
931  applies  (relating  to  income  from 
sources  within  possessions  of  the  United 
States) ;  from  corporations  which  dur¬ 
ing  the  taxable  year  of  the  distribution 
or  the  preceding  taxable  year  are 
corE>orations  exempt  from  tax  either  un¬ 
der  section  501,  relating  to  charitable, 
etc.,  organizations,  or  under  section  521, 
relating  to  farmers’  cooperative  associa¬ 
tions. 

Par.  2.  Section  1.316  is  amended  by  re¬ 
vising  section  316(b)  (1)  and  the  histor¬ 
ical  note.  This  amended  provision  and 
historical  note  read  as  follows: 

§  1.316  Statutory  provisions;  divideiitl 
deAned. 

Sec.  316.  Dividend  defined.  *  *  • 

(b)  Special  rules — (1)  Certain  insurance 
company  dividends.  The  definition  in  sub¬ 
section  (a)  shall  not  apply  to  the  term 
“dividend”  as  used  in  subchapter  L  in  any 
case  where  the  reference  is  to  dividends  of 
insurance  companies  paid  to  policyholders 
as  such. 

***** 

(See.  316  as  amended  by  sec.  5  (1),  Life  In¬ 
surance  Company  Tax  Act  1955  (70  Stat.  49)  ] 

Par.  3.  Paragraph  (a)(1)  of  §  1.316-1 
is  amended  to  read  as  follows : 

§  1.316-1  Dividends. 

(a)(1)  The  term  “dividend”  for  the 
purpose  of  subtitle  A  of  the  Code  (except 
when  used  in  subchapter  L,  chapter  1  of 
the  Code,  in  any  case  where  the  refer¬ 
ence  is  to  dividends  and  similar  distribu¬ 
tions  of  insurance  companies  paid  to 
policyholders  as  such)  comprises  any 
distribution  of  property  as  defined  in 
section  317  in  the  ordinary  course  of 
business,  even  though  extraordinary  in 
amount,  made  by  a  domestic  or  foreign 
corporation  to  its  shareholders  out  of 
either — 

(i)  Earnings  and  profits  accumulated 
since  February  28,  1913,  or 

(ii)  Earnings  and  profits  of  the  tax¬ 
able  year  computed  without  regard  to 
the  amount  of  the  earnings  and  profits 
(whether  of  such  year  or  accumulated 
since  February  28,  1913)  at  the  time  the 
disti'ibution  was  made. 

The  earnings  and  profits  of  the  taxable 
year  shall  be  computed  as  of  the  close  of 
such  year,  without  diminution  by  reason 
of  any  distributions  made  during  the 
taxable  year.  For  the  purpose  of  deter¬ 
mining  whether  a  distribution  consti¬ 
tutes  a  dividend,  it  is  unnecessary  to 
ascertain  the  amount  of  the  earnings  and 
profits  accumulated  since  February  28, 
1913,  if  the  earnings  and  profits  of  the 
taxable  year  are  equal  to  or  in  excess  of 
the  total  amount  of  the  distributions 
made  within  such  year. 

Par.  4.  There  are  inserted  immediately 
after  §  1.381(c)  (21)-1  the  following  new 
sections: 


§  1.381(c)(22)  Statutory  provisions. 

carryovers  in  certain  corporate  ad 
quisitions;  successor  life  insurance 
company. 

Sec.  381.  Carryovers  in  certain  corporate 
acquisitions.  *  *  * 

(c)  Items  of  the  distributor  or  transferor 
corporation.  The  items  referred  to  in  sub- 
section  (a)  are: 

*  *  *  *  t 

(22)  Successor  life  insurance  company 
If  the  acquiring  corporation  is  a  life  insur.! 
ance  company  (as  defined  in  section  801(a)) 
there  shall  be  taken  into  account  (to  the 
extent  proper  to  carry  out  the  purposes  of 
this  section  and  part  I  of  subchapter  L,  and 
under  such  regulations  as  may  be  prescribed 
by  the  Secretary  or  his  delegate)  the  items 
required  to  be  taken  into  account  for  pur- 
poses  of  part  I  of  subchapter  L  (relating  to 
life  insurance  companies)  in  respect  of  the 
distributor  or  transferor  corporation. 

(Sec.  381(c)  (22)  as  added  by  sec.  3(c)(1), 

Life  Insurance  Company  Income  Tax  Act  1959 
(73  Stat.  139)1 

§  1.381  (c)  (22)— 1  Successor  life  insur¬ 
ance  company. 

(a)  Carryover  requirement.  If  in  a 
taxable  year  beginning  after  December 
31,  1957,  a  distributor  or  transferor 
corporation  which  is  a  life  insurance 
company  (as  defined  in  section  801(a)) 

is  acquired  by  a  corporation  which  is  a  * 

life  insurance  company  (as  defined  in  I 
section  801(a)),  in  a  transaction  to 
which  section  381(a)  applies,  section 
381(c)  (22)  provides  that  the  acquiring 
corporation  shall  take  into  account  the 
appropriate  items  which  the  distributor 
or  transferor  corporation  was  required 
to  take  into  account  for  purposes  of 
part  I,  subchapter  L,  chapter  1  of  the 
Code.  Furthermore,  except  as  other¬ 
wise  provided  by  this  section,  the  ac¬ 
quiring  coi-poration  shall  take  into  ac¬ 
count  the  items  described  in  paragraphs 
(2)  through  (21),  other  than  para¬ 
graphs  (14),  (15),  and  (17),  of  section 
381(c)  and  the  regulations  thereunder. 
For  example,  the  acquiring  corporation 
shall  take  into  account  the  reserves  de¬ 
scribed  in  section  810(c)  distributed  or 
transferred  to  it  as  of  the  close  of  the 
date  of  distribution  or  transfer  by  the 
distributor  or  transferor  corporation  in 
accordance  with  the  provisions  of  section 
381(c)(4)  and  the  regulations  there¬ 
under.  For  provisions  defining  the  date 
of  distribution  or  transfer,  see  para¬ 
graph  (b)  of  §  1.381(b)-l. 

(b)  Items  required  to  he  taken  into 
account  by  acquiring  corporation.  If  a 
transaction  meets  the  requirements  of 
paragraph  (a)  of  this  section,  the  ac¬ 
quiring  corporation  shall,  except  as 
otherwise  provided,  take  into  account 
as  of  the  close  of  the  date  of  distribution 
or  transfer  the  following  items  of  the 
distributor  or  transferor  corporation: 

(1)  The  operations  loss  carryovers  (as 
determined  under  section  812),  subject 
to  conditions  and  limitations  consistent 
with  the  conditions  and  limitations  pre¬ 
scribed  in  section  381(c)(1)  and  the 
regulations  thereunder.  For  example,  a 
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loss  from  operations  for  a  loss  year  of 
a  distributor  or  transferor  corporation 
which  ends  on  or  before  the  last  day  of 
a  loss  year  of  the  acquiring  corporation 
shall  be  considered  to  be  a  loss  from 
operations  for  a  year  prior  to  such  loss 
y^r  of  the  acquiring  corporation.  All 
references  in  section  381(c)  (1)  and  the 
regulations  thereunder  to  section  172 
shall  be  construed  as  referring  to  the 
appropriate  corresponding  provisions  of 
section  812.  Thus,  a  reference  to  section 
172(b)  shall  be  construed  as  referring 
to  section  812  (b)  and  (d) .  In  deter¬ 
mining  the  span  of  years  for  which  a 
loss  from  operations  may  be  carried, 
the  number  of  taxable  years  for  which 
the  distributor  or  transferor  corporation 
was  authorized  to  do  business  as  an  in¬ 
surance  company  shall  be  taken  into 
account.  For  purposes  of  this  deter¬ 
mination,  the  taxable  year  of  the  dis¬ 
tributor  or  transferor  corporation  which 
ends  on  the  date  of  distribution  or  trans¬ 
fer  shall  be  taken  into  account  even 
though  such  taxable  year  is  a  period 
of  less  than  12  months. 

(2)(i)  The  investment  yield  and  the 
beginning  of  the  year  asset  balance  for 
the  distributor  or  transferor  corpora¬ 
tion’s  taxable  year  ending  with  the  close 
of  the  date  of  distribution  or  transfer. 
Such  items  shall  be  integrated  with  the 
investment  yield  and  beginning  of  the 
year  asset  balance  of  the  acquiring  cor¬ 
poration  for  its  first  taxable  year  ending 
after  such  date  of  distribution  or  trans¬ 
fer  for  purposes  of  determining  the  cur¬ 
rent  earnings  rate  of  the  acquiring 
corporation  for  such  taxable  year.  Fur¬ 
thermore,  for  purposes  of  determining 
the  average  earnings  rate  of  the  acquir¬ 
ing  corporation,  the  investment  yield 
and  mean  of  the  assets  of  the  distributor 
or  transferor  corporation  for  its  4  tax¬ 
able  years  immediately  preceding  its 
taxable  year  which  closes  with  the  date 
of  distribution  or  transfer  shall  be  inte¬ 
grated  with  the  investment  yield  and 
mean  of  the  assets  of  the  acquiring  cor¬ 
poration  for  such  corresponding  taxable 
years. 

(ii)  The  provisions  of  this  subpara¬ 
graph  may  be  illustrated  by  the  follow¬ 
ing  examples: 

Example  (1).  X  qualified  as  a  life  insur¬ 
ance  company  in  1949.  Y  qualified  as  a  life 
insurance  company  in  1951.  On  June  30, 
1961,  at  which  time  both  X  and  Y  were  life 
insurance  companies  (as  defined  in  section 
801(a)),  X  transferred  all  its  assets  to  Y  in 
a  statutory  merger  to  which  section  361  ap¬ 
plies.  For  its  taxable  year  ending  on  June 
30,  1961,  X  had  investment  yield  of  $15  and 
assets  at  the  beginning  of  such  taxable  year 
of  $450.  For  purposes  of  determining  its 
current  earnings  rate  for  its  taxable  year 
ending  on  December  31,  1961,  Y  had  invest¬ 
ment  yield  of  $45  (including  the  $15  of 
Investment  yield  of  X),  assets  at  the  begin¬ 
ning  of  such  taxable  year  of  $1,250  (including 
the  $450  of  X’s  assets  at  the  beginning  of  its 
taxable  year  1961),  and  assets  at  the  end  of 
such  taxable  year  of  $1,750  (after  the  appli¬ 
cation  of  section  806(a)).  Under  the  provi¬ 
sions  of  subdivision  (1)  of  this  subparagraph, 
the  current  earnings  rate  of  Y  for  the  taxable 
year  1961  would  be  3  percent,  determined 
by  dividing  the  investment  yield  of  Y,  $45, 
by  the  mean  of  the  assets  of  Y,  $1,500 
($1,250 + $1,750—2 ) .  In  order  to  determine 
Its  average  earnings  rate  and  adjusted  re¬ 
serves  rate  for  the  taxable  year  1961,  Y  would 
make  up  the  following  schedule: 

No.  01 - 3 


Current 
earnings 
rate  of Y 


Taxable  year 


Column  7 
(Col.  3+ 
Col.  6) 


•■or  the  taxable  year  1961,  Y  would  have  the  item  at  the  end  of  the  taxable  year  com- 
in  average  earnings  rate  of  3.2  percent,  com-  puted  on  the  new  basis,  $200,  exceeds  the 
)uted  by  taking  into  account  the  current  amount  of  the  item  at  the  end  of  the  taxable 
warnings  rates  for  the  taxable  year  1961  and  year  computed  on  the  old  basis,  $150,  by  $50, 
jach  of  the  4  taxable  years  immediately  pre-  section  810(d)  (1)  provides  that  one-tenth 
:eding  such  taxable  year.  The  adjusted  re-  of  the  amount  of  such  excess,  or  $6,  shall  be 
lerves  rate  for  such  taxable  year  would  be  taken  into  account  by  X  as  a  net  increase 
5  percent  since  the  current  earnings  rate  of  referred  to  in  section  809(d)  (2)  and  para- 
1  percent  for  1961  is  lower  than  the  average  graph  (a)(2)  of  §  1.809-6  in  determining  gain 

warnings  rate  of  3.2  percent.  or  loss  from  operations  for  each  of  the  10 

Example  (2).  The  facts  are  the  same  as  taxable  years  immediately  following  the  tax- 
n  example  (1) ,  except  that  the  taxable  year  able  year  1959.  Assiime  further  that  on 
n  issue  is  1962,  and  the  current  earnings  June  30,  1961,  X  transferred  all  its  assets  to 
rate  of  Y  for  such  taxable  year  was  3.8  per-  Y,  a  life  insurance  company.  In  a  statutory 
:ent.  For  the  taxable  year  1962,  Y  would  merger  to  which  section  361  applies.  Under 
tiave  an  average  earnings  rate  of  3.3  percent,  the  provisions  of  section  810(d)  (1),  X  would 
computed  by  taking  into  accoimt  only  the  include  $5  as  a  net  increase  under  section 
:;urrent  earnings  rates  for  the  taxable  year  809(d)(2)  and  paragraph  (a)(2)  of  !  1.809-5 
1962  and  each  of  the  4  taxable  years  im-  in  determining  gain  or  loss  from  operations 
mediately  preceding  such  taxable  year.  The  for  its  taxable  years  1900  and  1961.  Thus, 
adjusted  reserves  rate  for  such  taxable  year  the  remaining  net  Increase  to  be  taken  into 
would  be  3.3  percent  since  the  average  earn-  account  by  X  under  section  810(d)(1)  is 
Ings  rate  of  3.3  percent  is  lower  than  the  $40  (eight-tenths  of  $50).  Accordingly,  Y 
1962  current  earnings  rate  of  3.8  percent.  shall  take  into  account  $5  as  a  net  increase 

A.  1.  referred  to  in  section  809(d)(2)  and  para- 

(3)  To  the  extent  there  are  any  graph  (a)  (2)  of  §  1.809-5  in  determining 
amounts  accrued,  for  discounts  in  the  gain  or  loss  from  operations  for  each  of  its 
nature  of  interest  which  have  not  been  8  taxable  years  beginning  in  1962  ($6x8 
included  as  interest  paid  under  section  =$40). 

B05(e)(3)  the  acquiitag  corporation  ^  balances  in  the 

shall  be  treated  as  the  distnbutor  or  shareholders  surplus  account,  poUcy- 
ransferor  corporation  for  purposes  of  holders  surplus  account,  and  otbVr  ac- 
including  such  amounts  as  intwest  paid,  provided,  however,  that  the  ac- 

(4)  Any  adjustment  required  by  sec-  Quirine  coraoration  is  a  stock  lifo 

tion  806(b)  with  respect  to  an  item  de-  Jisurance  companv  The  dollar  balance 
scribed  in  section  810(c)  shall  be  made  “ 

taxable  year  wnicn  oegi^  alter  tne  aaie  subtraction  from  such  account  by  reason 
of  fetribution  or  traiKfer.  _  the  applicaUon  of  the  limitation  pro- 

(5)  The  amount  of  the  deduction  pro-  tion  815(d)  (4)  lirmi^i- 

otoly  prior  to  the  close  of  the  date  of 
section  809(f) ,  for  all  Jaxable  years  of  distribution  or  transfer.  To  the  extent 
the  dKtributor  or  tra^eror  corimration  that  any  amount  must  be  added  to  the 
Which  end  on  and  before  toe  date  of  shareholders  surplus  account  as  a  result 
distribution  or  transfer  (irrespective  of  >  ^  aonlication  of  the  limitation  nro- 

whether  or  not  the  distributor  or  trans-  u?der  sectton  815  (dT(4)  the  ac^ 

feror  corporation  claimed  this  deduction  Qui^ing  corporation  shall  be  treated  as 
for  such  taxable  years)  for  the  pur^  tetribSor  or  traiM^ror  corporaUon 
limitation  under  sec-  ^  ysar  which  begins 

o-efont  fhovo  oro  ariTf  ro  distribution  Or  transfer. 

(6)  (1)  To  the  extent  there  are  any  re-  acquiring  corporation  is  a' 

balances  in  the  shareholders  surplus 
count  by  the  distribu^  or  transferor  account,  policyholders  surplus  account, 
corporation  under  section  810(d)  accounts  shall  not  be  taken 

shall  be  treated  as  account  by  such  acquiring  corpora - 
the  distributor  or  transferor  corporation  . .  ,  .. 

as  of  its  first  taxable  year  which  begins  or  tra^feror 

after  the  date  of  distribution  or  transfer,  corporation  shall  be  subject  to  the  pro- 

(ii)  The  provisions  of  this  subpara-  visions  of  section  815(d)  (2)  (A)  as  of  the 
graph  may  be  illustrated  by  the  follow-  close  of  the  date  of  distribution  or 
ing  example:  transfer. 

Example.  Assume  that  the  amount  of  an  extent  that  any  amount 

item  described  in  section  810(c)  of  X,  a  life  must  be  added  to  the  shareholders  sur- 
insurance  company,  at  the  beginning  of  the  plus  account  as  a  result  Of  an  election 
taxable  year  1959  is  $100.  Assume  that  at  made  under  section  815(d)(1)  by  the 

the  end  of  the  t^able  year  1959,  as  a  result  distributor  or  transferor  corporation,  the 
of  a  change  in  the  basis  used  in  computing  wxxx. 

such  item  during  the  taxable  year,  the  acquiring  corporation  shall  be  treated  as 
amount  of  the  item  (computed  on  the  new  the  distributor  or  transferor  corporation 
basis)  is  $200  but  computed  on  the  old  basis  as  of  its  first  taxable  year  which  begins 
would  have  been  $150.  Since  the  amount  of  after  the  date  of  distribution  or  transfer. 


Investment  yield 

Mean  of  assets 

Column  3 

Column  6 

Column  1 

Column  2 

(Col.  1+ 
Col.  2) 

Column  4 

Column  5 

(Col.  4+ 
Col.  5) 

X 

Y 

integrated 

investment 

yeld 

X 

Y 

integrated 
means  of 
assets 

$16 

$26 

$42 

$400 

$800 

$1,200 

16 

24 

40 

500 

750 

1,250 

17 

22 

39 

650 

650 

1,300 

19 

21 

40 

700 

500 

1,200 
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(9)  The  amount  of  the  life  insurance 
reserves  at  the  end  of  1958,  but  only  for 
the  purpose  of  appl3ring  the  limitation 
provided  under  section  815(d)(4)(B). 

(10)  To  the  extent  there  are  amounts 
subject  to  the  provisions  of  section  817 
(d),  the  acquiring  corporation  shall  be 
treated  as  the  distributor  or  transferor 
corporation. 

(11)  To  the  extent  there  are  any  in¬ 
stallments  of  tax  imposed  by  section 
818(e)  (3)  (A)  remaining  to  be  paid,  the 
acquiring  corporation  shall  be  treated 
as  the  distributor  or  transferor  corpora¬ 
tion  for  the  purpose  of  paying  such  in¬ 
stallments. 

(12)  The  capital  loss  carryovers,  sub¬ 
ject  to  conditions  and  limitations  con¬ 
sistent  with  the  conditions  and  limita¬ 
tions  prescribed  in  section  381(c)  (3)  and 
the  regulations  thereunder,  except  that 
any  net  capital  loss  of  the  distributor  or 
transferor  corporation  for  a  taxable 
year  beginning  before  January  1,  1959, 
shall  not  be  taken  into  account.  See 
section  817(c). 

§  1.381(d)  Statutory  provisions;  carry¬ 
overs  in  certain  corporate  acquisi¬ 
tions  ;  operations  loss  carrybacks  and 
carryovers  of  life  insurance  com¬ 
panies. 

Sec.  381.  Carryovers  in  certain  corporate 
acquisitions.  ♦  •  • 

(d)  Operations  loss  carrybacks  and  carry¬ 
overs  of  life  insurance  companies.  For  ap¬ 
plication  of  this  part  to  operations  loss 
carrybacks  and  carryovers  of  life  insurance 
companies,  see  section  812(f). 

(Sec.  381(d)  as  added  by  sec.  3(c)(2),  Life 
Insurance  Company  Income  Tax  Act  1959 
(73  Stat.  139) ) 

§  1.381(d)— 1  Operations  loss  carryovers 
of  life  insurance  companies. 

For  the  application  of  part  V,  sub¬ 
chapter  C,  chapter  1  of  the  Code  to  op¬ 
erations  loss  carryovers  of  life  insurance 
companies,  see  section  812(f)  and 
§1.812-7  and  section  381(c)  (22)  and 
§  1.381(0(22)-!. 

Par.  5.  Section  1.817-4  is  amended  by 
adding  a  new  paragraph  (d)  at  the  end 
thereof.  This  amended  provision  reads 
as  follows: 

§  1.817—4  Special  rules. 

*  «  «  *  * 

(d)  Certain  reinsurance  transactions 
occcurring  after  December  31,  1958.  (1) 
For  any  taxable  year  beginning  after 
December  31,  1958,  the  reinsurance  of 
all  or  a  part  of  the  insurance  contracts 
of  a  particular  type  by  a  life  insurance 
company,  in  either  a  single  transaction, 
or  in  a  series  of  related  transactions, 
whereby  the  reinsuring  company  or  com¬ 
panies  assume  all  liabilities  under  such 
contracts,  shall  not  be  treated  as  the 
sale  or  exchange  of  a  capital  asset  but 
shall  be  subject  to  the  provisions  of  sec¬ 
tions  806(a)  and  809  and  the  regulations 
thereunder.  However,  if  in  connection 
with  a  transaction  described  in  the  pre¬ 
ceding  sentence  the  reinsured  or  rein¬ 
surer  transfers  an  asset  which  is  a  capi¬ 
tal  asset  within  the  meaning  of  section 
1221  (as  modified  by  section  817(a)  (2) ) . 
such  transfer  shall  be  treated  as  the  sale 
or  exchange  of  a  capital  asset  by  the 
transferor. 


(2)  (i)  The  consideration  paid  by  the 
reinsured  to  the  reinsurer  in  connection 
with  a  transaction  described  in  subpara¬ 
graph  (1)  of  this  paragraph  shall  be 
treated  as  an  item  of  deduction  under 
section  809(d)(7).  However,  any 
amount  received  by  the  reinsured  from 
the  reinsurer  shall  be  applied  against 
and  reduce  (but  not  below  zero)  the 
amount  of  such  consideration,  and  to 
the  extent  that  it  exceeds  such  consid¬ 
eration,  shall  be  treated  as  an  item  of 
gross  amount  under  section  809(c)  (3) . 

(ii)  The  consideration  received  by  the 
reinsurer  from  the  reinsured  in  connec¬ 
tion  with  a  transaction  described  in  sub- 
paragraph  (1)  of  this  paragraph  shall 
be  treated  as  an  item  of  gross  amount 
under  section  809(c)(1).  However,  any 
amount  paid  by  the  reinsurer  to  the  re¬ 
insured  shall,  to  the  extent  it  meets  the 
requirements  of  section  162,  be  treated 
as  a  deferred  expense  under  section  809 
(d)  (12)  and  amortized  over  the  reason¬ 
ably  estimated  life  (as  defined  in  subdi¬ 
vision  (iii)  of  this  subparagraph)  of  the 
contracts  reinsured. 

(iii)  For  purposes  of  this  subpara¬ 
graph,  the  term  “reasonably  estimated 
life”  means  the  period  during  which  the 
contract  reinsured  remains  in  force. 
Such  period  shall  be  based  on  the  facts 
in  each  case  (such  as  age,  health,  and 
sex  of  the  insured,  type  of  contract  re¬ 
insured,  etc.)  and  the  assuming  com¬ 
pany’s  experience  (such  as  mortality, 
lapse  rate,  etc.)  with  similar  risks. 

(3)  The  provisions  of  this  paragraph 
may  be  illustrated  by  the  following 
examples: 

Example  (I).  On  June  30,  1959,  X,  a 
life  insurance  company,  reinsured  a  portion 
of  its  insurance  contracts  with  Y,  a  life  in¬ 
surance  company,  under  an  agreement 
whereby  Y  agreed  to  assume  and  become 
solely  liable  under  the  contracts  reinsured. 
The  reserves  on  the  contracts  reinsured  by 
X  were  $100,000.  Under  the  reinsiuance 
agreement,  X  agreed  to  pay  Y  a  considera¬ 
tion  of  $75,000  in  cash  for  assuming  such 
contracts.  Assuming  no  other  insurance 
transactions  by  X  or  Y  during  the  taxable 
year,  and  assuming  that  X  and  Y  compute 
the  reserves  on  the  contracts  reinsured  on 
the  same  basis.  X  has  income  of  $100,000 
under  section  809(c)(2)  as  a  result  of  this 
net  decrease  in  its  reserves  and  a  deduction 
of  $75,000  under  section  809(d)(7)  for  the 
amount  of  the  consideration  paid  to  Y  for 
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assuming  these  contracts.  Y  has  income 
$75,000  under  section  809(c)(1)  as  a  resmt 
of  the  consideration  received  from  X  and 
deduction  of  $100,000  under  section  809(d? 
(2)  for  the  net  increase  in  its  reserves  ' 
Example  (2) .  The  facts  are  the  same  as  in 
example  (1) ,  except  X  agreed  to  pay  Y  a  con 
sideratlon  of  $100,000  in  cash  for  assumins 
these  contracts  and  Y  paid  X  a  bonus  ^ 
$17,000  in  cash  and  that  this  bonus  meets  the 
requirements  of  section  162.  Assuming  that 
the  reasonably  estimated  life  of  the  contracts 
reinsured  is  17  years,  X  has  income  oi 
$100,000  under  section  809(c)  (2)  as  a  result 
of  this  net  decrease  in  its  reserves  and  a  de¬ 
duction  of  $83,000  under  section  809(d)  (7) 
for  the  amount  of  the  consideration  (Hoq. 
000)  paid  to  Y  for  assuming  these  contracts 
reduced  by  the  bonus  ($17,000)  received  from 
Y.  For  the  taxable  year  1959,  Y  has  income 
of  $100,000  under  section  809(c)  (1)  as  a  re¬ 
sult  of  the  consideration  received  from  x 
and  deductions  of  $100,000  under  section 
809(d)  (2)  for  the  net  increase  in  reserves  and 
$1,000  (the  bonus  of  $17,000  divided  by  17 
the  reasonably  estimated  life  of  the  contracts 
reinsured),  under  section  809(d)  (12).  The 
remaining  amount  of  the  bonus  ($16,000) 
shall  be  amortized  over  the  next  16  succeed¬ 
ing  taxable  years  (16x$l,000  =  $16,000)  imder 
section  809(d)  (12)  at  the  rate  of  $1,000  for 
each  such  taxable  year. 

Example  (3) .  The  facts  are  the  same  as  in 
example  ( 1 ) ,  except  that  X  agreed  to  pay  Y  a 
consideration  of  $130,000  in  cash  for  assum¬ 
ing  such  contracts.  Based  upon  these  facts, 
X  has  income  of  $100,000  under  section 
809(c)  (2)  as  a  result  of  this  net  decrease  in 
its  reserves  and  a  deduction  of  $130,000  under 
section  809(d)  (7)  for  the  amount  of  the  con¬ 
sideration  paid  to  Y  for  assuming  these  con¬ 
tracts.  Y  has  income  of  $130,000  under 
section  809(c)  (1)  as  a  result  of  the  considera¬ 
tion  received  from  X  and  a  deduction  of 
$100,000  under  section  809(d)  (2)  for  the  net 
increase  in  its  reserves. 

Example  (4).  On  August  1,  1960,  R,  a  life 
insurance  company,  reinsured  all  of  its  in¬ 
surance  policies  with  S,  a  life  insurance  com¬ 
pany,  under  an  agreement  whereby  S  agreed 
to  assume  and  become  solely  liable  under  the 
contracts  reinsured.  The  reserves  on  the 
contracts  reinsured  by  R  were  $3,000,000. 
Under  the  reinsurance  agreement,  R  agreed 
to  pay  S  a  consideration  of  $3,000,000  in 
stocks  and  bonds  for  assuming  such  con¬ 
tracts.  Assuming  no  other  insurance  trans¬ 
actions  by  R  or  S  during  the  taxable  year, 
that  R  and  S  compute  the  reserves  on  the 
contracts  reinsured  on  the  same  basis,  and 
that  R  has  a  recognized  gain  (after  the  appli¬ 
cation  of  the  limitation  of  section  817(b)  (1)) 
of  $20,000  due  to  appreciation  in  value  of  the 
assets  transferred,  the  results  to  each  com¬ 
pany  are  as  follows: 


June  11,  1946,  that  the  regulations  set 
forth  in  tentative  form  below  are  pro¬ 
posed  to  be  prescribed  by  the  Commis¬ 
sioner  of  Internal  Revenue,  with  the 
approval  of  the  Secretary  of  the  Treasury 
or  his  delegate.  Prior  to  the  final  adop¬ 
tion  of  such  regulations,  consideration 
will  be  given  to  any  comments  or  sug- 


Income 

Company  R  {reinsured)  Company  S  (reinsurer) 

Net  decrease  in  reserves  (sec.  809(c)  Consideration  received  by 

(2)) _ $3,  000,  000  S  in  respect  of  assuming 

Capital  gain  (as  limited  by  sec.  817(b)  liabilities  under  con- 

(1))  to  be  taxed  separately  under  tracts  issued  by  R  (sec. 

sec.  802(a)  (2) . . .  20,000  809(c)(1)). _ _ $3,000,000 

Deductions 

Consideration  paid  by  R  to  S  in  respect  Net  increase  in  reserves 

of  S’s  assuming  liabilities  under  con-  (sec.  809(d)  (2) ) _ $3,  000, 000 

tracts  issued  by  R  (sec.  809(d)  (7) )__  $3,  000,  000 

|F.R.  Doc.  61-4393;  Filed,  May  11,  1961;  8:49  a.m.] 


FEDERAL  REGISTER 


4103 


Friday f  May  12,  1961 

«ons  pertaining  thereto  which  are 
ci^nitted  in  writing,  in  duplicate,  to  the 
JLmnissioner  of  Internal  Revenue.  At- 
♦^Hor7T:P,  Washington  25,  D.C.,  with- 
^the  period  of  30  days  from  the  date 
S  Dublication  of  this  notice  in  the  Fed- 
Register.  Any  person  submitting 
^ten  comments  or  suggestions  who  de- 
rires  an  opportunity  to  comment  orally 
^  a  public  hearing  on  these  proposed 
regulations  should  submit  his  request, 
in  writing,  to  the  Commissioner  within 
the  30-day  period.  In  such  a  case,  a 
public  hearing  will  be  held,  and  notice 
of  the  time,  place,  and  date  will  be  pub¬ 
lished  in  a  subsequent  issue  of  the  Fed¬ 
eral  Register.  The  proposed  regula¬ 
tions  are  to  be  issued  under  the  authority 
contained  in  section  7805  of  the  Internal 
Revenue  Code  of  1954  (68A  Stat.  917 1  26 
U.S.C.  7805) . 

•  [SEAL]  Mortimer  M.  Caplin, 
Commissioner  of  Internal  Revenue. 

In  order  to  conform  the  Income  Tax 
Regulations  (26  CFR  Part  1)  under  sec¬ 
tions  821,  822,  823,  832,  and  843  of  the 
Internal  Revenue  Code  of  1954  to  the 
life  Insurance  Company  Tax  Act  for 
1955  (70  Stat.  47,  48)  and  under  sections 
801,  809.  841,  842,  891,  1016,  and  1201  of 
the  Internal  Revenue  Code  of  1954  to  the 
Life  Insurance  Company  Income  Tax 
Act  of  1959  (73  Stat.  112,  121,  139,  140), 
such  regulations  are  amended  as  follows: 

Paragraph  1.  Section  1.801-7  is  amend¬ 
ed  to  read  as  follows : 

§  1.801—7  Variable  annuities. 

(a)  In  general.  (1)  Section  801(g) 
(1)  provides  that  for  purposes  of  part  I, 
subchapter  L,  chapter  1  of  the  Code,  an 
annuity  contract  includes  a  contract 
which  provides  for  the  payment  of  a  var¬ 
iable  annuity  computed  on  the  basis  of 
recognized  mortality  tables  and  the  in¬ 
vestment  experience  of  the  company  is¬ 
suing  such  a  contract.  A  variable  an¬ 
nuity  differs  from  the  ordinary  or  fixed 
dollar  annuity  in  that  the  annuity  bene¬ 
fits  payable  under  a  variable  annuity 
contract  vary  with  the  insurance  com¬ 
pany’s  overall  investment  experience 
while  the  annuity  benefits  paid  under  a 
fixed  dollar  annuity  contract  are  guar¬ 
anteed  irrespective  of  the  company’s  ac¬ 
tual  investment  earnings. 

(2)  The  reserves  held  with  respect  to 
the  annuity  contracts  described  in  sec¬ 
tion  801(g)  (1)  and  subparagraph  (1)  of 
this  paragraph  shall  qualify  as  life  in¬ 
surance  reserves  within  the  meaning  of 
section  801(b)(1)  and  paragraph  (a) 
of  §1.801-4  provided  such  reserves  are 
required  by  law  (as  defined  in  paragraph 
(b)  of  §1.801-5)  and  are  set  aside  to  ma¬ 
ture  or  liquidate,  either  by  payment  or 
reinsurance,  future  unaccrued  claims 
arising  from  such  contracts  involving,  at 
the  time  with  respect  to  which  the  re¬ 
serve  is  computed,  life,  health,  or  acci¬ 
dent  contingencies.  Accordingly,  a 
company  issuing  variable  annuity  con¬ 
tracts  shall  qualify  as  a  life  insurance 
company  for  Federal  income  tax  pur¬ 
poses  if  it  satisfies  the  requirements  of 
section  801(a)  (relating  to  the  definition 
of  a  life  insurance  company)  and  para¬ 
graph  (b)  of  §1.801-3. 

(b)  Special  rules  for  variable  annui¬ 
ties — (1)  Adjusted  reserves  rate;  as¬ 


sumed  rate.  The  adjusted  reserves  rate 
for  any  taxable  year  with  respect  to  the 
annuity  contracts  described  in  section 
801(g)  (1)  and  paragraph  (a)  (1)  of  this 
section,  and  the  rate  of  interest  assumed 
by  the  taxpayer  for  any  taxable  year  in 
calculating  the  reserve  on  any  such  con¬ 
tract,  shall  be  a  rate  equal  to  the  current 
earnings  rate  determined  under  section 
801(g)(3)  and  subparagraph  (2)  of  this 
paragraph.  However,  any  change  in  the 
rate  of  interest  assumed  by  the  taxpayer 
in  calculating  the  reserve  on  a  variable 
annuity  contract  for  any  taxable  year 
which  is  attributable  to  an  increase  or 
decrease  in  the  current  earnings  rate, 
shall  not  be  treated  as  a  change  of  basis 
in  computing  reserves  for  purposes  of 
section  860(b)  (relating  to  certain 
changes  in  reserves)  or  section  810(d) 
(1)  (relating  to  adjustment  for  change 
in  computing  reserves) . 

(2)  Current  earnings  rate,  (i)  The 
current  earnings  rate  for  any  taxable 
year  with  respect  to  the  annuity  con¬ 
tracts  described  in  section  801(g)(1) 
and  paragraph  (a)(1)  of  this  section 
shall  be  the  current  earnings  rate  de¬ 
termined  under  section  805(b)  (2)  and 
paragraph  (a)  (2)  of  §  1.805-5  with  re¬ 
spect  to  such  contracts,  reduced  by  the 
percentage  obtained  by  dividing  (a)  the 
amount  of  the  actuarial  margin  charge 
on  all  such  variable  annuity  contracts 
issued  by  the  taxpayer,  by  (b)  the  mean 
of  the  reserves  for  such  contracts. 

(ii)  For  purposes  of  section  801(g)  (3) 
and  subdivision  (i)  of  this  subparagraph, 
the  term  “actuarial  margin  charge”  in¬ 
cludes  general  operating  charges  and 
other  amounts  retained  by  the  issuing 
company  pursuant  to  the  terms  of  the 
contract  to  cover  actuarial  contingencies 
and  to  increase  surplus. 

(3)  Increases  and  decreases  in  re¬ 
serves.  (i)  Section  801(g)  (4)  provides 
that  for  purposes  of  section  810  (a)  and 
(b)  (relating  to  adjustments  for  in¬ 
creases  or  decreases  in  certain  reserves) , 
the  sum  of  the  items  described  in 
section  810(c)  and  paragraph  (b)  of 
§  1.810-2  taken  into  account  as  of  the 
close  of  the  taxable  year  shall  be 
adjusted — 

(a)  By  subtracting  therefrom  the  sum 
of  any  amounts  added  from  time  to  time 
(for  the  taxable  year)  to  the  reserves  for 
variable  annuity  contracts  described  in 
section  801(g)  (1)  and  paragraph  (a)  (1) 
of  this  section  by  reason  of  realized  or 
unrealized  appreciation  in  the  value  of 
the  assets  held  in  relation  thereto,  and 

(b)  By  adding  thereto  the  sum  of  any 
amounts  subtracted  from  time  to  time 
(for  the  taxable  year)  from  such  reserves 
by  reason  of  realized  or  unrealized  de¬ 
preciation  in  the  value  of  such  assets. 

(ii)  The  application  of  section  801(g) 
(4)  and  subdivision  (i)  of  this  subpara¬ 
graph  may  be  illustrated  by  the  following 
example: 

Example.  Company  M,  a  life  Insurance 
company  Issuing  only  variable  annuity  con¬ 
tracts  of  the  type  described  in  section  801(g) 
(1)  and  paragraph  (a)(1)  of  this  section, 
increased  its  life  insurance  reserves  held  with 
respect  to  such  contracts  during  the  taxable 
year  1969  by  $276,000.  Under  the  terms  of 
these  contracts,  any  realized  or  unrealized 
appreciation  (or  depreciation)  in  the  value 
of  the  assets  held  in  relation  to  these  reserves 
is  required  to  be  subtracted  from  (or  added 


to)  such  reserves.  Of  the  total  increase  In 
the  reserves,  $100,000  was  attributable  to 
premium  receipts,  $60,000  to  dividends  and 
interest,  $100,0(X)  to  unrealized  appreciation 
in  the  value  of  the  assets  held  in  relation  to 
such  reserves,  and  $25,000  to  realized  capital 
gains  on  the  sale  of  such  assets.  As  ctf  the 
close  of  the  taxable  year  1969,  the  reserves 
held  by  company  M  with  respect  to  all  vari¬ 
able  annuity  contracts  amounted  to  $1,275,- 
000.  However,  under  section  801(g)(4)  and 
subdivision  (1)  of  this  subparagraph,  this 
amount  must  be  reduced  by  the  $100,000  un¬ 
realized  asset  value  appreciation  and  the 
$25,000  of  realized  capital  gains.  Accord¬ 
ingly,  for  purposes  of  section  810  (a)  and 
(b),  the  amount  of  these  reserves  which  is 
to  be  taken  into  account  as  of  the  close  of 
the  taxable  year  1959  under  section  810(c)  is 
$1,150,000  ($1,275,000  less  $125,000) . 

(e)  Companies  issuing  variable  an¬ 
nuities  and  other  contracts.  (1)  In  the 
case  of  a  life  insurance  company  which 
issues  both  annuity  contracts  described 
in  section  801(g)(1)  and  paragraph 
(a)  (1)  of  this  section  and  other  con¬ 
tracts,  the  policy  and  other  contract 
liability  requirements  (as  defined  in  sec¬ 
tion  805(a)  and  paragraph  (b)  of 
§  1.805-4)  of  such  a  company  for  any 
taxable  year  shall  be  considered  to  be  the 
sum  of — 

(1)  The  policy  and  other  contract  lia¬ 
bility  requirements  computed  with  re¬ 
spect  to  the  items  which  relate  to  such 
variable  annuity  contracts,  and 

(ii)  The  policy  and  other  contract  lia¬ 
bility  requirements  with  respect  to  the 
items  which  relate  to  contracts  other 
than  annuity  contracts  described  in  sec¬ 
tion  801(g)(1)  and  paragraph  (a)  (1)  of 
this  section. 

(2)  [Reserved  for  regulations  to  be 
issued  under  section  801(g)  (5)  (B).] 

(f)  Termination.  Paragraphs  (1), 
(2),  (3),  (4),  and  (5)  of  section  801(g) 
and  paragraphs  (a),  (b),  (c),  (d),  and 
(e)  of  §  1.801-7  shall  not  apply  with  re¬ 
spect  to  any  taxable  year  beginning  after 
December  31,  1962. 

Par.  2.  Paragraph  (a)  (1)  (i)  of  §  1.809- 
4  is  amended  to  read  as  follows: 

§  1.8()9— 4  Gross  amount. 

(a)  Items  taken  into  account.  *  ♦  ♦ 

(1)  Premiums,  (i)  The  gross  amoimt 
of  all  premiums  and  other  consideration 
on  insurance  and  annuity  contracts  (in¬ 
cluding  contracts  supplementary  there¬ 
to)  ;  less  return  premiums  and  premiums 
and  other  consideration  arising  out  of 
reinsurance  ceded.  The  term  “gross 
amount  of  all  premiums”  means  the 
premiums  and  other  consideration  pro¬ 
vided  in  the  insurance  or  annuity  con¬ 
tract.  Thus,  the  amount  to  be  taken 
into  account  shall  be  the  total  of  the 
premiums  and  other  consideration  with¬ 
out  any  deduction  for  commissions,  re¬ 
turn  premiums,  reinsurance,  dividends 
to  policyholders,  dividends  left  on  de¬ 
posit  with  the  company,  interest  applied 
in  reduction  of  premiums,  or  any  other 
item  of  similar  nature.  Such  term  in¬ 
cludes  advance  premiums,  premiums  de¬ 
ferred  and  uncollected  and  premiums 
due  and  unpaid,  deposits,  fees,  assess¬ 
ments,  and  consideration  in  respect  of 
assuming  liabilities  imder  contracts  not 
issued  by  the  taxpayer  (such  as  a  pay¬ 
ment  or  transfer  of  property  in  an  as- 
siunption  reinsurance  transaction  as 
defined  in  paragraph  (a)  (7)  (ii)  of 
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§  1.809-5).  The  term  also  includes 
amounts  a  life  insurance  company 
charges  itself  representing  premiums 
with  respect  to  liability  for  insurance 
and  annuity  benefits  for  its  employees 
(including  full-time  life  insurance  sales¬ 
men  within  the  meaning  of  section  7701 
(a) (20)). 

Par.  3.  Paragraph  (a)  (12)  of  §  1.809-5 
is  amended  to  read  as  follows: 

§  1 .809—5  Deductions. 

(a)  Deductions  allowed.  *  *  * 

(12)  Other  deductions.  Except  as 
modified  by  section  809(e)  and  §  1.809-6, 
all  other  deductions  allowed  under  sub¬ 
title  A  of  the  Code  for  purposes  of  com¬ 
puting  taxable  income  to  the  extent  not 
allowed  as  a  deduction  in  computing 
investment  yield.  For  example,  a  life 
insurance  company  shall  be  allowed  a 
deduction  under  section  809(d)  (12)  and 
this  subparagraph  for  amounts  repre¬ 
senting  premiums  charged  itself  with 
respect  to  liability  for  insurance  and 
annuity  benefits  for  its  employees  (in¬ 
cluding  full-time  life  insurance  salesmen 
within  the  meaning  of  section  7701(a) 
(20) )  in  accordance  with  the  rules  pre¬ 
scribed  in  sections  162  and  404  and  the 
regulations  thereunder,  to  the  extent 
that  a  deduction  for  such  amounts  is 
not  allowed  under  section  804(c)  (1)  and 
paragraph  (b)(1)  of  §  1.804-4  or  section 
809(d)(9)  and  subparagraph  (9)  of  this 
paragraph. 

Par.  4.  Section  1.821  is  amended  by 
revising  subdivision  (i)  of  subsection 
(a)  (1)  (A),  by  adding  subdivision  (ii)  of 
subsection  (a) (1) (A),  by  revising  para¬ 
graph  (2)  of  subsection  (a) ,  by  revising 
subparagraph  (A)  of  subsection  (b)(1), 
by  revising  subsection  (c) ,  and  by  add¬ 
ing  a  historical  note.  These  amended 
and  added  provisions  and  added  his¬ 
torical  note  read  as  follows: 

§  1.821  Statutory  provisions;  tux  on 
mutual  insurance  companies  (other 
than  life  or  marine  or  fire  insurance 
companies  issuing  perpetual  poli¬ 
cies). 

Sec.  821.  Tax  on  mutual  insurance  com¬ 
panies  {other  than  life  or  marine  or  fire 
insurance  companies  issuing  perpetual  poli¬ 
cies) — (a)  Imposition  of  tax  on  mutual  com¬ 
panies  other  than  interinsurers.  *  *  * 
(!)••• 

(A)  Normal  tax — (i)  Taxable  years  be¬ 
ginning  before  July  1,  1961.  In  the  case  of 
taxable  years  beginning  before  July  1,  1961, 
a  normal  tax  of  30  percent  of  the  mutual 
insurance  company  taxable  income,  or  60 
percent  of  the  amount  by  which  such  tax¬ 
able  income  exceeds  $3,000,  whichever  is  the 
lesser; 

(ii)  Taxable  years  beginning  after  June  30, 
1961.  In  the  case  of  taxable  years  begin¬ 
ning  after  Jime  30,  1961,  a  normal  tax  of 
25  percent  of  the  mutual  insurance  company 
taxable  Income,  or  50  percent  of  the  amount 
by  which  such  taxable  income  exceeds  $3,000, 
whichever  is  the  lesser;  plus 

•  *  *  *  * 

(2)  If  for  the  taxable  year  the  gross 
amount  of  income  from  the  items  described 
in  section  822(b)  (other  than  paragraph  (1) 
(D)  thereof)  and  net  premiums,  minus  divi¬ 
dends  to  policyholders,  minus  the  interest 
which  imder  section  103  is  excluded  from 
gross  income,  exceeds  $75,000,  a  tax  equal 
to  1  percent  of  the  amount  so  computed,  or 
2  percent  of  the  excess  of  the  amount  so 


computed  over  $75,000,  whichever  is  the 
lesser. 

(b)  Imposition  of  tax  on  interinsurers. 

•  •  * 

(1)  Normal  tax — (A)  Taxable  years  begin¬ 
ning  before  July  1, 1961.  In  the  case  of  tax¬ 
able  years  beginning  before  July  1,  1961,  a 
normal  tax  of  30  percent  of  the  mutual  in¬ 
surance  company  taxable  income,  or  60  per¬ 
cent  of  the  amount  by  which  such  taxable 
income  exceeds  $50,000,  whichever  is  the 
lesser; 

(B)  Taxable  years  beginning  after  June 
30,  1961.  In  the  case  of  a  taxable  year  begin¬ 
ning  after  June  30,  1961,  a  normal  tax  of  25 
percent  of  the  mutual  insurance  company 
taxable  income,  or  50  percent  of  the  amount 
by  which  such  taxable  income  exceeds 
$50,000,  whichever  is  the  lesser;  plus 

***** 

(c)  Gross  amount  received,  over  $75,000 
but  less  than  $125,000.  If  the  gross  amount 
received  during  the  taxable  year  from  the 
items  described  in  section  822(b)  (other 
than  paragraph  (1)(D)  thereof)  and  pre¬ 
miums  (including  deposits  and  assessments) 
is  over  $75,000  but  less  than  $125,000,  the 
tax  imposed  by  subsection  (a)  or  subsection 
(b),  whichever  applies,  shall  be  reduced  to 
an  amount  which  bears  the  same  proportion 
to  the  amount  of  the  tax  determined  under 
such  subsection  as  the  excess  over  $75,000  of 
such  gross  amount  received  bears  to  $50,000. 

***** 

[Sec.  821  as  amended  by  sec.  2,  Tax  Rate  Ex¬ 
tension  Act  1955  (69  Stat.  14);  sec.  3(a)  (1) 
and  (2),  Life  Insurance  Company  Tax  Act 
1955  (70  Stat.  47);  sec.  2,  Tax  Rate  Elxten- 
sion  Act  1956  (70  Stat.  66);  sec.  2,  Tax  Rate 
Extension  Act  1957  (71  Stat.  9);  sec.  2,  Tax 
Rate  Extension  Act  1958  (72  Stat.  259);  sec. 
2,  Tax  Rate  Extension  Act  1959  (73  Stat. 
157) ;  sec.  201,  Public  Debt  and  Tax  Rate  Ex¬ 
tension  Act  1960  (74  Stat.  290)  ] 

Par.  5.  There  are  inserted  immedi¬ 
ately  after  §  1.821-1  the  following  new 
sections: 

§  1.821—2  Taxable  yearss  affected. 

Section  1.821-1  is  applicable  only  to 
taxable  years  beginning  after  December 
31.  1953,  but  before  January  1, 1955,  and 
ending  after  August  16, 1954,  and  all  ref¬ 
erences  to  sections  of  part  II,  subchapter 
L,  chapter  1  of  the  Code  are  to  the  In¬ 
ternal  Revenue  Code  of  1954,  before 
amendments.  Section  1.821-3  is  appli¬ 
cable  only  to  taxable  years  beginning 
after  December  31,  1954,  and  all  refer¬ 
ences  to  sections  of  part  II,  subchapter 
L,  chapter  1  of  the  Code  are  to  the  In¬ 
ternal  Revenue  Code  of  1954,  as  amended 
by  the  Life  Insurance  Company  Tax  Act 
for  1955  (70  Stat.  36). 

§  1.821—3  Tax  on  mutual  insurance 
companies  oilier  than  life  or  marine 
or  fire  insurance  companies  subject 
to  the  tax  imposed  by  section  831. 

(a)  In  general.  (1)  For  taxable  years 
beginning  after  December  31,  1954,  all 
mutual  insurance  companies,  including 
foreign  insurance  companies  carrying  on 
an  insurance  business  within  the  United 
States,  not  taxable  under  section  802  or 
831  and  not  specifically  exempt  under 
the  provisions  of  section  501(c)  (15),  are 
subject  to  the  tax  imposed  by  section  821 
on  their  investment  income  or  on  their 
gross  income,  whichever  tax  is  the 
greater,  except  interinsiurers  and  recip¬ 
rocal  underwriters  which  are  taxed 
only  on  theii;  investment  income.  For 
the  alternative  tax,  in  lieu  of  the  tax  im¬ 


posed  by  section  821  (a)  or  (b),  where 
the  net  long-term  capital  gain  for  ato 
taxable  year  exceeds  the  net  short-t^ 
capital  loss,  see  section  1201(a)  and^ 
regulations  thereunder. 

(2)  The  taxable  income  of  mutual  in¬ 
surance  companies  subject  to  the  tax 
imposed  by  section  821  differs  from  the 
taxable  income  of  other  corporations 
See  section  821(a)(2)  and  section  822 
Such  companies  are  entitled,  in  comput-^ 
ing  mutual  insurance  company  taxable 
income,  to  the  deductions  provided  in 
part  VIII  (section  241  and  following  ex¬ 
cept  section  248) ,  subchapter  B,  chapter 
1  of  the  Code.  The  gross  amount  of  in¬ 
come  during  the  taxable  year  from  in¬ 
terest,  the  deduction  under  section  822- 
(c)(1)  for  wholly  tax-exempt  interest 
and  the  deduction  under  section  242  for 
partially  tax-exempt  interest,  are  de¬ 
creased  by  the  appropriate  amortization 
of  premium  and  increased  by  the  appro¬ 
priate  accrual  of  discount  attributable 
to  the  taxable  year  on  bonds,  notw, 
debentures  or  other  evidences  of  indebt¬ 
edness  held  by  a  mutual  insurance  com¬ 
pany  subject  to  the  tax  imposed  by  sec¬ 
tion  821.  See  section  822(d)(2)  and 
§  1.822-7.  However,  for  taxable  years 
beginning  after  May  31,  1960,  only  the 
accrual  of  discount  relating  to  issue  dis¬ 
count  will  increase  the  deduction  for 
wholly  tax-exempt  interest.  See  section 
103.  In  the  case  of  any  such  evidence  of 
indebtedness,  adjustment  shall  be  made 
to  basis  in  the  same  manner  as  that 
made  by  life  insurance  companies  under 
section  1016(a)  (17)  and  the  regulations 
thereunder. 

(3)  All  provisions  of  the  Internal 
Revenue  Code  and  of  the  regulations  in 
this  part  not  inconsistent  with  the  speci¬ 
fic  provisions  of  section  821  are  appli¬ 
cable  to  the  assessment  and  collection 
of  the  tax  imposed  by  section  821(a)  w 
(b)  and  mutual  insurance  comptmies 
subject  to  the  tax  imposed  by  section  821 
are  subject  to  the  same  penalties  as  are 
provided  in  the  case  of  returns  and  pay¬ 
ment  of  income  tax  by  other  corpora¬ 
tions.  The  return  shall  be  on  Pwin 
1120M. 

(4)  Foreign  mutual  insurance  com¬ 
panies  not  carrying  on  an  insurance 
business  within  the  United  States  are  not 
taxable  under  section  821  (a)  or  (b),but 
are  taxable  as  other  foreign  corporations. 
See  section  881. 

(5)  Mutual  insurance  companies  sub¬ 
ject  to  the  tax  imposed  by  section  821, 
except  interinsurers  or  reciprocal  under¬ 
writers,  with  mutual  insurance  company 
taxable  income  (computed  without  re¬ 
gard  to  the  deduction  provided  in  section 
242  for  partially  tax-exempt  interest)  of 
over  $3,000  or  with  gross  amounts  of  in¬ 
come  during  the  taxable  year  from  the 
items  described  in  section  822(b)  (other 
than  paragraph  (1)  (D)  thereof)  and 
net  premiums  (minus  dividends  to 
policyholders  and  wholly  tax-exempt 
interest)  in  excess  of  $75,000,  are  subject 
to  a  tax  computed  under  section  821(a) 
(1)  or  section  821(a)(2)  whichever  is 
the  greater.  Interinsurers  and  recipro¬ 
cal  underwriters  with  mutual  insurance 
company  taxable  income  (computed 
without  regard  to  the  deduction  pro¬ 
vided  in  section  242  for  partially  tax- 
exempt  interest)  of  over  $50,000  are 
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the  gross  receipts  are  between  $75,000  and 
$125,000.  The  tax  under  section  821(a)(1), 
as  thus  adjusted,  would  be  90  percent  of 
$11,200,  or  $10,080,  since  $45,000  (excess  of 
$120,000  over  $75,000)  is  90  percent  of 
$50,000.  Under  section  821(a)(2),  without 
reference  to  section  821(c),  the  tax  is  2  per¬ 
cent  of  $25,000  (excess  of  $100,000  over 
$75,000),  or  $500,  since  this  is  less  than 
$1,000,  1  percent  of  $100,000.  Applying  sec¬ 
tion  821(c)  reduces  this  to  $450,  or  90  per¬ 
cent  of  $500.  Since  $10,080,  the  tax  under 
section  821(a)  (1),  as  adjusted,  exceeds  $450, 
the  tax  under  section  821(a)  (2) ,  as  adjusted, 
the  tax  under  section  821(a)  (1) ,  as  adjusted, 
is  applicable.  The  Y  Company  would  ac¬ 
cordingly  pay  a  combined  normal  tax  and 
surtax  of  $10,080. 

Example  (5).  The  Z  Exchsinge,  an  inter¬ 
insurer,  for  the  calendar  year  1958  has  mu¬ 
tual  insurance  company  taxable  income  for 
purposes  of  the  surtax  of  $60,000  and,  due  to 
partially  tax-exempt  interest  of  $12,000,  has 
Income  for  purposes  of  the  normal  tax  of 
$48,000.  The  gross  amount  received  during 
the  taxable  year  from  the  items  described  in 
section  822(b)  (other  than  paragraph  (1) 
(D)  thereof)  and  premiums  (including  de¬ 
posits  and  assessments)  is  $2,700,000.  The 
Z  Exchange  is  not  liable  for  normal  tax  under 
section  821(b)  (1)  for  the  calendar  year  1958 
as  its  mutual  Insurance  company  taxable  in¬ 
come  for  purposes  of  the  normal  tax  does  not 
exceed  $50,000.  Its  surtax  is  33  percent  of 
$10,000  ($60,000  minus  $50,000),  or  $3,300, 
since  that  amount  is  less  than  $7,700,  22 
percent  of  $35,000  (excess  of  $60,000  over 
$25,000) .  Since  the  Z  Exchange  has  no  nor¬ 
mal  tax,  is  not  subject  to  the  tax  imposed 
by  section  821(a)  (2),  and  is  not  entitled  to 
the  adjvistment  provided  in  section  821(c), 
its  total  tax  under  section  821(a)  is  $3,300. 

Par.  6.  Section  1.822  is  amended  by 
revising  section  822(b) ,  by  revising  para¬ 
graphs  (3)  and  (6)  of  section  822(c),  by 
adding  paragraphs  (8)  and  (9)  to  para¬ 
graph  822(c),  by  revising  paragraph  (1) 
of  section  822(d),  by  revising  section 
822(e),  and  by  adding  a  historical  note. 
These  amended  and  added  provisions 
and  added  historical  note  read  as  fol¬ 
lows: 

§  1.822  Statutory  provisions;  determi¬ 
nation  of  mutual  insurance  company 
taxable  income. 

Sec.  822.  Determination  of  mutual  insur¬ 
ance  company  taxable  income — (a)  Defini¬ 
tion.  *  *  * 

(b)  Gross  investment  income:  For  pur¬ 
poses  of  subsection  (a),  the  term  “gross  in¬ 
vestment  income”  means  the  sum  of  the 
following : 

(1)  The  gross  amount  of  income  during 
the  taxable  year  from — 

(A)  Interest,  dividends,  rents,  and  royal¬ 
ties, 

(B)  The  entering  into  of  any  lease,  mort¬ 
gage,  or  other  instrument  or  agreement  from 
which  the  insurance  company  derives  in¬ 
terest,  rents,  or  royalties, 

(C)  The  alteration  or  termination  of  any 
instrument  or  agreement  described  in  sub- 
paragraph  (B),  and 

(D)  Gains  from  sales  or  exchanges  of 
capital  assets  to  the  extent  provided  in  sub¬ 
chapter  P  (sec.  1201  and  following,  relating 
to  capital  gains  and  losses). 

(2)  The  gross  income  during  the  taxable 
year  from  any  trade  or  business  (other  than 
an  insurance  business)  carried  on  by  the 
insurance  company,  or  by  a  partnership  of 
which  the  insurance  company  is  a  partner. 

:  In  computing  gross  income  under  this  para- 
[  graph,  there  shall  be  excluded  any  item  de- 
)  scribed  in  paragraph  (1). 

:  (c)  Deductions.  •  •  • 

L  (3)  Real  estate  expenses.  Taxes  (as  pro- 
i  vided  in  section  164),  and  other  expenses. 


iWect  to  a  tax  computed  under  section  t^xampie  (J).  -me  w  company,  a  mutual 

casualty  insurance  company,  for  the  calendar 

®^lh)  Bates  of  tax.  (1)  For  taxable  insurance  company 

before  Tulv  1  1961  the  taxable  Income  for  purposes  of  the  surtax  of 
years  beginning  beiore  Jniy  i,  iwi,  me  ^5  500  and,  due  to  partially  tax-exempt  in- 

nonnal  tax  under  section  021  (a)  (l)  (A)  terest  of  $800,  has  income  for  purposes  of  the 
821(b)  (1),  except  as  hereinafter  in-  normal  tax  of  $4,700.  The  gross  amount  of 
dicated,  is  computed  upon  mutual  in-  income  of  the  W  company  from  the  items 
iirance  company  taxable  income  for  described  in  section  822(b)  (other  than  para- 
Of  the  normal  tax  at  the  rate  (i)(D)  thereof)  and  net  premiums, 

pnt  minus  dividends  to  policyholders  and  wholly 

of  30  perce  tax-exempt  interest,  is  $150,000.  Its  normal 

,2)  The  Sl^ax  imder  section  821<a)  under  section  821(o)(l)  for  the  calenaar 
(1)(B)  and  821(b)(2),  except  as  here-  year  1958  is  6O  percent  of  $1,700  ($4,700  minus 
inafter  indicated,  is  computed  on  that  $3,000)  or  $1,020,  since  its  income  subject  to 
portion  of  the  mutual  insurance  com-  normal  tax  is  not  over  $6,000.  it  is  not  liable 
nony  taxable  income  for  the  purposes  for  surtax  for  the  calendar  year  1958  as  its 
nf  the  surtax  in  excess  of  $25,000  at  the  mutual  insurance  company  taxable  Income 
rate  of  22  percent.  The  tax  under  sec-  smtax  does  not  exceed 

L**®  001/OW91  PVPPnt  as  hpreinaftpr  $25,000.  It  has  no  surtax  and,  therefore,  its 
(ion  821(a)  (2)  ,  except  as  nereinai ter  under  section  821(a)(1)(A)  is  the 

indicated,  is  1  percent  of  the  gross  normal  tax  of  $1,020.  The  tax  under  section 
amount  of  income  during  the  taxable  821(a)(2)  is  2  percent  of  $75,000  ($150,000— 
year  from  the  items  described  in  section  $75,000) ,  or  $1,500.  Since  the  tax  under  sec- 
822(b)  (other  than  paragraph  (1)  (D)  tion  821(a)  (2)  exceeds  the  tax  under  section 
thereof)  and  net  premiums,  minus  divi-  821(a)(1),  the  tax  under  section  821  is  $i,500, 
dends  to  policyholders  and  minus  wholly  uameiy,  that  im^sed  by  section  821(a)  (2), 
intprpst  Example  (2),  If  in  the  above  example  the 

^ Kzxcrinnino  Ko  iucome  for  purposes  of  the  normal  tax  were 

(3)  For  taxable  years  beginmng  be-  $3,000,  the  income  for  purposes  oi 

fore  July  1.  1961,  under  section  821(a)  the  siu-tax  were  not  over  $25,000,  the  gross 
(1)(A)  companies  with  mutual  insur-  amount  received  from  interest,  dividends, 
ance  company  taxable  income  for  pur-  rents,  and  premiums  (including  deposits  and 
poses  of  the  normal  tax  of  over  $3,000  assessments)  were  $90,000,  and  the  gross 
and  not  over  $6,000  pay  a  normal  tax,  at  amount  of  income  from  the  items  described 

income  in  excess  of  $3,000.  The  rate  dends  to  policyholders  and  wholly  tax-exempi 
applicable  in  computmg  the  normal  tax  interest,  were  $70,000,  the  W  Company  would 
of  such  companies  is  60  percent.  Under  be  required  to  file  an  income  tax  return  bul 
section  821(a)(2)  companies  with  gross  due  to  section  821(a)  no  income  tax  would 
amounts  of  income  during  the  taxable  he  imposed. 

year  from  the  items  described  in  sec-  Example  (3).  The  x  company,  a  mutua 
tion  822(b)  (other  than  paragraph  (1)  casualty  insurance  company,  for  the  calendai 

1^58,  has  mutual  insvuance  company 
(D)  thereop  and  net  premiums,  minus  taxable  income  fca*  surtax  purposes  of  $28,' 
dividends  to  policyholders  and  minus  qoo  and,  due  to  partially  tax-exempt  interes 
wholly  tax-exempt  interest,  of  over  of  $5,000,  has  income  for  normal  tax  pur 
$75,000  and  not  over  $150,000  pay  a  tax  poses  of  $23,000.  The  gross  amount  of  in 
eqi^  to  2  percent  of  that  portion  in  come  of  the  X  company  received  during  thi 
excess  of  $75  000  taxable  year  from  the  items  described  in  sec 

(4)  For  taxable  years  beginning  be-  ^ion  822(b)  (other  than  paragraph  (1)(D 

tore  July  1.  1961,  under  section  821<b)  S'Si  *  Si.fr'. 

*  J  <1  J  to  policynolaers  ana  wnolly  tax-exempt  in 

(1)  interinsurers  and  reciprocal  under-  is  $1,200,000.  under  section  821  (a 

wnters  with  mutual  insurance  company  (ij  its  normal  tax  for  the  calendar  year  195 
taxable  income  for  purposes  of  the  nor-  is  30  percent  of  $23,000,  or  $6,900,  and  th 
mal  tax  of  over  $50,000  and  not  over  smtax  is  22  percent  of  $3,000  ($28,ooo— $25, 
$100,000  pay  a  normal  tax  computed  on  000 )  •  or  $660.  The  combined  tax  under  sec 
that  portion  of  such  income  in  excess  of  821(a)  (i)  is  $7,560  ($6,9oo  plus  $660] 

150.000  at  the  rate  of  60  percent.  Un- 

^  .  .x,!  •  X  *  ..a  Pt  $l«200y000y  or  $12y000«  SIIXC6  tllG  tftX  UHClC 

der  section  821(b)  (2)  mtennsurers  and  section  821(a)(2)  exceeds  the  tax  unde 
reciprocal  underwriters  with  mutual  in-  section  821(a) (i),  the  tax  under  section  82 
surance  company  taxable  income  for  (a)  is  $12,000,  namely,  that  imposed  by  see 
purposes  of  the  surtax  of  over  $50,000  tion  821(a)(2). 

and  not  over  $100,000  pay  a  surtax,  at  Example  (4).  The  Y  Company,  a  mutuj 
the  rate  of  33  percent,  on  that  portion  of  insurance  company  subject  to  the  ta 
such  inline  in  excess  Of  $60  000. 

(5)  Section  821(c)  provides  for  an  income  for  purposes  of  the  surtax  of  $35, (K 

adjustment  of  the  amount  computed  and,  due  to  partially  tax-exempt  interest  ( 
under  section  821(a)  (1),  section  821(a)  $5,000,  has  income  for  purposes  of  the  no) 

(2) ,  and  section  821(b)  where  the  gross  mai  tax  of  $30,000.  The  gross  amount  rt 
amount  received  during  the  taxable  ceived  during  the  taxable  year  from  the  iten 
year  from  the  items  described  in  section  described  in  section  822(b)  (other  than  pan 
822<b)  (Other  than  paragraph  (IXD) 

thereof)  and  promiums  (including  de-  qqq^  and  the  gross  amount  of  income  fro 
posits  and  assessments)  is  over  $75,000  interest,  dividends,  rents,  and  net  premiunc 
and  less  than  $125,000.  The  adjustment  minus  dividends  to  policyholders  and  whol 

reduces  the  tax  otherwise  computed  un-  $100,000.  Under  se 

..  ..  .  a.  a-  tion  821(a)(1),  without  application  of  se 

der  those  sections  to  an  amount  which  ^ion  821(c) ,  the  normal  tax  would  be  30  pe 

bears  the  same  proportion  to  such  tax  cent  of  $30,000,  or  $9,000,  since  this  is  le 

as  the  excess  over  $75,000  bears  to  than  $16,200,  60  percent  of  $27,000  (excess 

$50  000.  $30,000  over  $3,000);  and  the  surtax  wou 

/lx  A...  1-  A-  mi-  1-  j.-  £  be  22  percent  of  $10,000  (excess  of  $35,0 

(c)  Application.  The  application  of  over  $25,000),  or  $2,200.  -nie  combined  t 
sections  821  (a)  to  (c)  inclusive,  may  be  of  $11,200  ($9,000  plus  $2,200)  would  th 
illustrated  by  the  following  examples:  be  reduced  by  applying  section  821(c),  sin 
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paid  or  accrued  during  the  taxable  year 
exclualvely  on  or  with  respect  to  the  real 
estate  owned  by  the  company.  No  deduction 
shall  be  allowed  under  this  paragraph  toe 
any  amoimt  paid  out  for  new  buildings,  or 
for  permanent  improvements  or  betterments 
made  to  Increase  the  value  of  any  property. 

•  •  •  •  • 

(6)  Capital  losses.  Capital  losses  to  the 
extent  provided  in  subchapter  P  (sec.  1201 
and  following)  plus  losses  from  capital  assets 
sold  or  exchanged  In  order  to  obtain  funds 
to  meet  abnormal  Insmance  losses  and  to 
provide  for  the  payment  of  dividends  and 
similar  distributions  to  policyholders.  Capi¬ 
tal  assets  shall  be  considered  as  sold  or  ex¬ 
changed  In  order  to  obtain  funds  to  meet 
abnormal  Insurance  losses  and  to  provide 
for  the  payment  of  dividends  and  similar 
distributions  to  policyholders  to  the  extent 
that  the  gross  receipts  from  their  sale  or  ex¬ 
change  are  not  greater  than  the  excess,  If 
any,  for  the  taxable  year  of  the  sum  of  divi¬ 
dends  and  similar  distributions  paid  to 
policyholders,  losses  paid,  and  exp>enses  paid 
over  the  sum  of  the  items  described  in  sub¬ 
section  (b)  (other  than  paragraph  (1)(D) 
thereof)  and  net  premlruns  received.  In  the 
application  of  section  1212  for  purix>ses  of 
this  section,  the  net  capital  loss  for  the  tax¬ 
able  year  shall  be  the  amount  by  which  losses 
for  such  year  from  sales  or  exchanges  of 
capital  assets  exceeds  the  sum  of  the  gains 
from  such  sales  or  exchanges  and  whichever 
of  the  following  amounts  is  the  lesser: 

(A)  The  mutual  insurance  company  tax¬ 
able  income  (computed  without  regard  to 
gains  or  losses  from  sales  or  exchanges  of 
capital  assets  or  to  the  deduction  provided 
in  section  242  for  partially  tax-exempt 
interest);  or 

(B)  Losses  from  the  sale  or  exchange  of 
capital  assets  sold  or  exchanged  to  obtain 
funds  to  meet  abnormal  insurance  losses  and 
to  provide  for  the  payment  of  dividends  and 
similar  distributions  to  policyholders. 

•  •  *  •  • 

(8)  Trade  or  business  deductions.  The 
deductions  allowed  by  this  subtitle  ( without 
regard  to  this  part)  which  are  attributable 
to  any  trade  or  business  (other  than  an  in- 
sru^nce  business)  carried  on  by  the  insur¬ 
ance  company,  (»:  by  a  partnership  of  which 
the  insurance  company  is  a  psutner;  except 
that  for  purposes  of  this  paragraph — 

(A)  Any  item,  to  the  extent  attributable  to 
the  carrying  on  of  the  insurance  business, 
shall  not  be  taken  into  account,  and 

(B)  The  deduction  for  net  operating  losses 
provided  in  section  172  shall  not  be  allowed. 

(9)  Depletion.  The  deduction  allowed  by 
section  611  (relating  to  depletion) . 

(d)  Other  applicable  rules — (1)  Rental 
value  of  real  estate.  The  deduction  under 
subsection  (c)  (3)  or  (4)  on  account  of  any 
real  estate  owned  and  occupied  in  whole  or 
in  part  by  a  mutual  insurance  company  sub¬ 
ject  to  the  tax  imposed  by  section  821  shall 
be  limited  to  an  amount  which  bears  the 
same  ratio  to  such  deduction  (computed 
without  regard  to  this  paragraph)  as  the 
rental  value  of  the  space  not  so  occupied 
bears  to  the  rental  value  of  the  entire 
property. 

•  •  •  •  • 

(e)  Foreign  mutual  insurance  companies 
other  than  life  or  marine.  In  the  case  of  a 
foreign  mutual  instance  company  (other 
than  a  life  or  marine  insurance  company  or 
a  fire  insurance  company  subject  to  the  tax 
imposed  by  section  831),  the  mutual  insur¬ 
ance  company  taxable  income  shall  be  the 
taxable  income  from  sources  within  the 
United  States  (computed  without  regard  to 
the  deductions  allowed  by  subsection  (c) 

(7)  ),  and  the  gross  amount  of  income  from 
the  items  described  in  subsection  (b)  (other 
than  paragraph  (1)(D)  thereof)  and  net 
premiums  shall  be  the  amount  of  such  in¬ 
come  from  soru'cee  within  the  United 


States.  In  the  case  of  a  company  to  which 
the  preceding  sentence  applies,  the  deduc¬ 
tions  allowed  in  this  section  shall  be  allowed 
to  the  extent  provided  in  subpart  B  of  part 
II  of  subchapter  N  (sec.  881  and  following) 
in  the  case  of  a  foreign  corporation  engaged 
in  trade  or  business  within  the  United 
States. 

[Sec.  822  as  amended  by  sec.  3(a)  (3),  (4), 
(5),  (6),  (7),  and  (8),  Life  Insurance  Com¬ 
pany  Tax  Act  1955  (70  Stat.  47)  ] 

Par.  7.  There  are  inserted  immediately 
after  §1.822-3  the  following  new  sections: 

§  1.822—4  Taxable  years  affected. 

Sections  1.822-1  through  1.822-3  are 
applicable  only  to  taxable  years  begin¬ 
ning  after  December  31,  1953,  but  before 
January  1, 1955,  and  ending  after  August 
16, 1954,  and  all  references  to  sections  of 
part  II,  subchapter  L,  chapter  1  of  the 
Code  are  to  the  Internal  Revenue  Code  of 
1954,  before  amendments.  Sections 
1.822-5  through  1.822-7  are  applicable 
only  to  taxable  years  beginning  after  De¬ 
cember  31, 1954,  and  all  references  to  sec¬ 
tions  of  part  n,  subchapter  L,  chapter  1 
of  the  Code  are  to  the  Internal  Revenue 
Code  of  1954,  as  amended  by  the  Life  In¬ 
surance  Company  Tax  Act  for  1955  (70 
Stat.  36). 

§  1.822—5  Mutual  insurance  company 
taxable  income. 

(a)  Mutual  insurance  company  tax¬ 
able  income  defined.  Section  822(a)  de¬ 
fines  the  term  “mutual  insurance 
company  taxable  income”  for  purposes 
of  part  n,  subchapter  L,  chapter  1  of  the 
Code.  Mutual  insurance  company  tax¬ 
able  income  means  gross  investment  in¬ 
come  (as  defined  in  section  822(b)  and 
paragraph  (b)  of  this  section) ,  less  the 
deductions  provided  in  section  822(c) 
and  paragraph  (c)  of  this  section  for 
whol^  tax-exempt  interest,  investment 
expenses,  real  estate  expenses,  deprecia¬ 
tion,  interest  paid  or  accru^,  capital 
losses,  special  deductions,  trade  or  busi¬ 
ness  (other  than  an  insurance  business) 
expenses,  and  depletion.  However,  such 
expenses  are  deductible  only  to  the  ex¬ 
tent  that  they  relate  to  investment  in¬ 
come  and  the  deduction  of  such  expenses 
is  not  disallowed  by  any  other  provision 
of  subtitle  A  of  the  Code.  For  example, 
investment  expenses  are  not  allowable 
unless  they  are  ordinary  and  necessary 
expenses  within  the  meaning  of  section 
162.  In  addition  to  the  limitations  on 
deductions  relating  to  real  estate  owned 
and  occupied  by  a  mutual  insurance 
company  subject  to  the  tax  imposed  by 
section  821  provided  in  section  822(d)  (1) , 
the  adjustment  for  amortization  of  pre¬ 
mium  and  accrual  of  discount  provided 
in  section  822(d)  (2),  and  the  limitation 
on  the  deduction  for  investment  expenses 
where  general  expenses  are  allocated  to 
investment  income  provided  in  section 
822(c)(2),  mutual  insurance  companies 
subject  to  the  tax  imposed  by  section  821 
are  subject  to  the  limitation  on  deduc¬ 
tions  relating  to  wholly  tax-exempt  in¬ 
come  provided  in  section  265.  Such 
companies  are  not  entitled  to  the  net  op¬ 
erating  loss  deduction  provided  in  sec¬ 
tion  172,  and  a  deduction  shall  not  be 
permitted  with  respect  to  the  same  item 
more  than  once. 


(b)  Gross  investment  income  defined 
For  purposes  of  part  n,  subchapter  L 
chapter  1  of  the  Code,  section  822(b)  de¬ 
fines  the  term  “gross  investment  income’’ 
of  a  mutual  insurance  company  subject 
to  the  tax  imposed  by  section  821  as  the 
sum  of  the  following: 

(1)  The  gross  amount  of  income  dur¬ 
ing  the  taxable  year  from — 

(1)  Interest  (including  tax-exempt  in¬ 
terest  and  partially  tax-exempt  in¬ 
terest)  ,  as  described  in  §  1.61-7.  Interest 
shall  be  adjusted  for  amortization  of 
premium  and  accrual  of  discount  in  ac¬ 
cordance  with  the  rules  prescribed  in 
section  822(d)  (2)  and  §  1.822-7. 

(ii)  Dividends,  as  described  in  §  1.61-9 

(iii)  Rents  and  royalties,  as  described 
in  §  1.61-8. 

(iv)  The  entering  into  of  any  lease, 
mortgage  or  other  instrument  or  agreed 
ment  from  which  the  company  may  de¬ 
rive  interest,  rents,  or  royalties. 

(V)  The  alteration  or  termination  of 
any  instrument  or  agreement  described 
in  subdivision  (iv)  of  this  subparagraph. 

(Vi)  Gains  from  sales  or  exchanges  of 
capital  assets  to  the  extent  provided  in 
subchapter  P  (section  1201  and  follow¬ 
ing,  relating  to  capital  gains  and  losses), 
chapter  1  of  the  Code. 

(2)  T^e  gross  income  from  any  trade 
or  business  (other  than  an  insurance 
business)  carried  on  by  a  mutual  insur¬ 
ance  company  subject  to  the  tax  imposed 
by  section  821,  or  by  a  partnersldp  of 
which  the  insurance  company  is  a 
partner. 

For  example,  gross  investment  income 
includes  amounts  received  as  conunit- 
ment  fees,  or  as  a  bonus  for  the  entering 
into  of  a  lease,  or  as  a  penalty  for  the 
early  payment  of  a  mortgage.  In  com- 
puting  the  gross  income  from  any  titule 
or  business  (other  than  an  insurance 
business)  carried  on  by  the  insurance 
company,  or  by  a  partnership  of  which 
the  insurance  company  is  a  partner,  any 
item  described  in  section  822(b)  (1)  and 
paragraph  (a)(1)  of  this  section  shall 
not  be  considered  as  gross  income  arising 
from  the  conduct  of  such  trade  or  busi¬ 
ness,  but  shall  be  taken  into  account 
under  section  822(b)(1)  and  paragraph 
(a)  (1)  of  this  section. 

(c)  Deductions  from  gross  investment 
income — (1)  Wholly  tax-exempt  interest. 
Interest  which  in  case  of  other  taxpayers 
is  excluded  from  gross  income  by  section 
103  but  included  in  the  gross  investment 
income  by  section  822(b)  is  allowed  as 
a  deduction  from  gross  investment  in¬ 
come  by  section  822(c)  (1) . 

(2)  Investment  expenses,  (i)  The  de¬ 
duction  for  investment  expenses  under 
section  822(c)  (2)  includes  only  those  ex¬ 
penses  of  the  taxable  year  which  are 
fairly  chargeable  against  gross  invest¬ 
ment  income.  For  example,  investment 
expenses  include  salaries  and  expenses 
paid  exclusively  for  work  in  looking  after 
investments,  and  amounts  expended  for 
printing,  stationery,  postage,  and  steno¬ 
graphic  work  incident  to  the  collection 
of  interest.  An  itemized  schedule  of  such 
expenses  shall  be  attached  to  the  return. 

(ii)  Any  assignment  of  general  ex¬ 
penses  to  the  investment  department  of 
a  mutual  insurance  company  subject  to 
the  tax  imposed  by  section  821  subjects 
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friday, 

fhe  entire  deduction  for  investment  ex- 
to  the  limitation  provided  in 
822(c)(2)  and  subdivision  (iii) 
Sethis  subparagraph.  As  used  in  section 
^(c)(2),  the  term  “general  expenses” 
any  expense  paid  or  incurred  for 
S^tenefit  of  more  than  one  depart¬ 
ment  of  the  company  rather  than  for 
Se  benefit  of  a  particular  department 
thereof.  For  example,  if  real  estate 
t«es  depreciation,  or  other  expenses 
attributable  to  office  space  owned  by 
the  company  and  utilized  by  it  in  con¬ 
nection  with  its  investment  function  are 
assigned  to  investment  expenses,  such 
items  shall  be  deductible  as  general  ex¬ 
penses  assigned  to  or  included  in  invest- 
^rtexpenses  and  as  such  shall  be  sub¬ 
ject  to  the  limitation  of  section  822 
(c)  (2)  and  subdivision  (iii)  of  this  para¬ 
graph.  Similarly,  if  an  expense,  such 
as  a  salary,  is  attributable  to  more  than 
one  department,  including  the  invest¬ 
ment  department,  such  expense  may  be 
properly  allocated  among  these  depart¬ 
ments.  If  such  expenses  are  allocated, 
the  amount  properly  allocable  to  the  in¬ 
vestment  department  shall  be  deductible 
as  general  expenses  assigned  to  or  in¬ 
cluded  in  investment  expenses  and  as 
such  shall  be  subject  to  the  limitation 
of  section  822(c)  (2)  and  subdivision  (iii) 
of  this  subparagraph.  If  general  ex¬ 
penses  are  in  part  assigned  to  or  included 
in  investment  expenses,  the  maximum 
allowance  (as  determined  imder  section 
822(c)(2))  shall  not  be  granted  unless 
it  is  shown  to  the  satisfaction  of  the  dis¬ 
trict  director  that  such  allowance  is  jus¬ 
tified  by  a  reasonable  assignment  of 
actual  expenses.  The  accounting  proce¬ 
dure  employed  is  not  conclusive  as  to 
whether  any  assignment  has  in  fact  been 
made.  Investment  expenses  do  not  in¬ 
clude  Federal  income  and  excess  profits 
taxes,  if  any. 

(iii)  If  any  general  expenses  are  in 
part  assigned  to  or  included  in  invest¬ 
ment  expenses,  the  total  deduction  un¬ 
der  section  822(c)(2)  shall  not  exceed 
the  sum  of — 

(0)  One-fourth  of  1  percent  of  the 
mean  of  the  book  value  of  the  invested 
assets  held  at  the  beginning  and  end  of 
the  taxable  year,  plus 

(b)  One-fourth  of  the  amount  by 
which  mutual  insurance  company  tax¬ 
able  income  (computed  without  any 
deduction  for  investment  expenses,  tax- 
free  interest,  partially  tax-exempt  in¬ 
terest,  or  dividends  received)  exceeds 
3%  percent  of  the  book  value  of  the 
mean  of  the  invested  assets  held  at  the 
beginning  and  end  of  the  taxable  year. 

For  purposes  of  section  822(c)(2)  and 
this  paragraph,  the  term  “invested  as¬ 
sets”  means  only  those  assets  which  are 
owned  and  used,  and  to  the  extent  used, 
for  the  purpose  of  producing  the  in- 
c(«ne  specified  in  section  822(b).  See 
paragraph  (b)  of  this  section.  The 
term  does  not  include  real  estate  owned 
and  occupied,  and  to  the  extent  owned 
and  occupied,  by  the  company. 

(3)  Real  estate  expenses  and  taxes. 
The  deduction  for  real  estate  expenses 
and  taxes  under  section  822(c)(3)  in¬ 
cludes  taxes  (as  defined  in  section  164) 
and  otoer  expenses  for  the  taxable  year 
exclusively  on  or  with  respect  to  real 


estate  owned  by  the  company.  For  ex¬ 
ample,  no  deduction  shall  be  allowed 
under  section  822(c)  (3)  for  amounts 
allowed  as  a  deduction  under  section 
164(e)  (relating  to  taxes  of  shareholders 
paid  by  a  corporation).  No  deduction 
shall  be  allowed  under  section  822(c)  (3) 
for  any  amount  paid  out  for  new  build¬ 
ings,  or  for  permanent  improvements 
or  ^tterments  made  to  increase  the 
value  of  any  property.  An  itemized 
schedule  of  such  taxes  and  expenses 
shall  be  attached  to  the  return.  See 
§  1.822-6  for  limitation  of  such 
deduction. 

(4)  Depreciation.  The  deduction  al¬ 
lowed  by  section  822(c)  (4)  for  deprecia¬ 
tion  is,  except  as  provided  in  section 
822(d)  (1)  and  §  1.822-6,  identical  to  that 
allowed  other  corporations  by  section 
167.  Such  amount  allowed  as  a  deduc¬ 
tion  from  gross  investment  income  in 
determining  mutual  insurance  company 
taxable  income  is  limited  to  depreciation 
sustained  on  the  property  used,  and  to 
the  extent  used,  for  the  purpose  of  pro¬ 
ducing  the  income  specified  in  section 
822(b). 

(5)  Interest  paid  or  accrued.  The 
deduction  allowed  by  section  822(c)(5) 
for  interest  on  indebtedness  is  the  same 
as  that  allowed  other  corporations  by 
section  163.  See  §  1.163-1. 

(6)  Capital  losses,  (i)  The  deduction 
for  capital  losses  under  section  822(c)  (6) 
includes  not  only  capital  losses  to  the 
extent  provided  in  sul^hapter  P,  chapter 
1  of  the  Code  but  in  addition  thereto 
losses  from  capital  assets  sold  or  ex¬ 
changed  to  provide  funds  to  meet  ab¬ 
normal  insurance  losses  and  to  provide 
for  the  payment  of  dividends  and  similar 
distributions  to  policyholders.  Losses  in 
the  latter  case  may  be  deducted  from 
ordinary  income  while  the  deduction  for 
losses  under  subchapter  P  is  limited  to 
the  gains.  See  section  1211. 

(ii)  Capital  assets  are  considered  as 
sold  or  exchanged  to  provide  for  the 
funds  or  payments  specified  in  section 
822(c)(6),  to  the  extent  that  the  gross 
receipts  from  the  sale  or  exchange  of 
such  assets  are  not  greater  than  the  ex¬ 
cess,  if  any,  for  the  taxable  year  of  the 
sum  of  dividends  and  similar  distribu¬ 
tions  paid  to  policyholders,  and  losses 
and  expenses  paid  over  the  sum  of  the 
items  described  in  section  822(b)  (other 
than  paragraph  (1)  (D)  thereof)  and 
net  premiums  received.  If,  by  reason  of 
a  particular  sale  or  exchange  of  a  capital 
asset,  gross  receipts  are  greater  than 
such  excess,  the  gross  receipts  and  the 
resulting  loss  should  be  apportioned  and 
the  excess  included  in  capital  losses  sub¬ 
ject  to  the  provisions  of  subchapter  P. 
Capital  losses  actually  used  to  reduce  net 
income  in  any  taxable  year  may  not 
again  be  used  in  a  succeeding  taxable 
year  as  an  offset  against  capital  gains 
in  that  year  and  for  that  purpose  a  spe¬ 
cial  rule  is  set  forth  for  the  application 
of  section  1212. 

(iii)  The  application  of  section  822 
(c)  (6)  may  be  illustrated  by  the  follow¬ 
ing  examples: 

Example  (1).  The  X  Company,  a  mutual 
fire  insurance  company  subject  to  the  tax 
imF>osed  by  section  821,  in  the  taxable  year 
1958  sells  capital  assets  in  order  to  obtain 
funds  to  meet  abnormal  insurance  losses  and 


to  provide  for  the  payment  of  dividends  and 
similar  distributions  to  policyholders.  The 
gross  receipts  from  the  sale  are  (60,000,  re¬ 
sulting  in  losses  of  (20,000.  It  pays  dividends 
to  policyholders  of  (160,000.  It  sustains 
losses  of  (25,000,  and  pays  expenses  of 
(25,000.  It  receives  interest  of  (60,000,  divi¬ 
dends  of  (5,000  royalties  of  (4,000,  and  net 
premiums  of  (66,000.  The  excess  of  the 
sum  of  dividends,  losses,  and  expenses  paid 
((200,000)  over  the  sum  of  the  items  de¬ 
scribed  in  section  822(b)  (other- than  peva- 
graph  (1)  (D)  thereof)  and  net  premiums 
received  ((125,000)  is  (75,000.  As  the  gross 
receipts  from  the  sale  of  capital  assets 
($60,000)  do  not  exceed  such  excess  ((75,- 
000),  the  losses  of  (20,000  are  allowable  as 
a  deduction  from  gross  investment  income. 

Example  (2).  If  in  example  (1)  the  gross 
receipts  were  (76,000  and  the  last  capital 
asset  sold,  for  the  purpose  therein  specifleU,^ 
resulted  in  gross  receipts  of  (2,000  and  a  loss 
of  (500,  the  losses  allowable  as  a  deduction 
from  gross  Investment  income  would  be 
$19,750.  The  last  sale  made  the  gross  re¬ 
ceipts  of  $76,000  exceed  by  (1,000  the  excess 
((75,000)  of  the  sum  of  dividends,  losses, 
and  expenses  paid  ((200,000)  over  the  sum 
of  the  items  described  in  section  822(b) 
(other  than  paragraph  (1)(D)  thereof)  and 
net  premiums  received  ((126,000) .  The  gross 
receipts  and  the  resulting  loss  fixHn  the  last 
sale  are  apportioned  on  the  basis  of  the 
ratio  of  the  excess  of  (1,000  to  the  gross 
receipts  of  (2,000,  or  60  percent.  Fifty  per¬ 
cent  of  the  loss  of  (500  is  deducted  from  the 
total  loss  of  (20,000.  The  remaining  gross 
receipts  of  (1,000  and  the  proportionate  loss 
of  (250  should  be  reported  as  capital  losses 
under  subchapter  P. 

Example  (3).  If  in  example  (1)  the  X 
Company  had  mutual  insmance  company 
taxable  income  for  piirposes  of  the  sturtax 
of  (9,750  and,  imder  the  provisions  of  sub¬ 
chapter  P,  chapter  1  of  the  Code,  had  capital 
losses  of  (18,000  and  coital  gains  of  (10,000, 
the  net  capital  loss  for  the  taxable  year  1958, 
in  applying  section  1212  for  the  purposes  of 
section  822(c)(6),  would  be  (8,000.  This  is 
determined  by  subtracting  from  total  losses 
of  (38,000  ((18,000  capital  losses  imder  sub¬ 
chapter  P  plus  (20,000  other  capital  losses 
under  section  822(c)  (6) )  the  sum  of  capital 
gains  of  (10,000  and  losses  from  the  sale  or 
exchange  of  capital  assets  sold  or  exchanged 
to  obtain  funds  to  meet  abnormal  Insurance 
losses  and  to  provide  for  the  pajrment  of  divi¬ 
dends  and  similar  distributions  to  policy¬ 
holders  of  $20,000.  Such  losses  of  (20,000 
are  added  to  capital  gains  of  (10,000,  since 
they  are  less  than  taxable  Income  for  pur¬ 
poses  of  the  surtax,  computed  without  re¬ 
gard  to  gains  or  losses  from  sales  or  ex¬ 
changes  of  capital  assets,  of  (29,750  ((9,750 
taxable  income  for  purposes  of  the  surtax 
plus  (20,000  other  capital  losses  under  sec¬ 
tion  822(c)  (6)  plus  the  portion  of  capital 
losses  allowable  under  subchapter  P  of 
$10,000  minus  capital  gains  under  subchapter 
P  of  $10,000) . 

(7)  Special  deductions.  Section  822 
(c)  (7)  allows  a  mutual  insurance  com¬ 
pany  the  special  deductions  provided  by 
part  VIII  (section  241  and  following), 
except  section  248,  subchapter  B,  chap¬ 
ter  1  of  the  Code,  relating  to  partially 
tax-exempt  interest  and  to  dividends 
received. 

(8)  Trade  or  business  deductions,  (i) 
Under  section  822(c)  (8),  the  deductions 
allowed  by  subtitle  A  of  the  Code  (with¬ 
out  regard  to  this  part)  which  are  at¬ 
tributable  to  any  trade  or  business  (other 
than  an  insurance  business)  carried  on 
by  the  insurance  company,  or  by  a  part¬ 
nership  of  which  the  company  is  a  part¬ 
ner  are,  subject  to  the  limitations  in 
subdivision  (ii)  of  this  subparagraph, 
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allowable  as  deductions  from  gross  in¬ 
vestment  income  in  computing  mutual 
insurance  company  taxable  income. 
Such  deductions  are  allowable,  however, 
only  to  the  extent  that  they  relate  to 
income  which  is  included  in  the  com¬ 
pany’s  gross  investment  income  by  rea¬ 
son  of  section  822(b)(2).  Thus,  a  de¬ 
duction  shall  not  be  allowed  under 
section  822(c)  (8)  with  respect  to  any 
item  described  in  section  822(b)(1). 
The  allowable  deductions  may  exceed 
the  gross  income  from  such  business. 

(ii)  In  computing  the  deductions 
under  section  822(c)(8)  — 

(a)  Any  item,  to  the  extent  attribut¬ 
able  to  the  carrying  on  of  the  insurance 
business,  shall  not  be  taken  into  accoimt. 
For  example,  if  the  company  operates  a 
radio  station  primarily  to  advertise  its 
own  insurance  services,  a  portion  of  the 
expenses  of  the  radio  station  shall  not 
be  allowed  as  a  deduction.  The  portion 
disallowed  shall  be  an  amount  which 
bears  the  same  ratio  to  the  total  ex¬ 
penses  of  the  station  as  the  value  of  ad¬ 
vertising  furnished  to  the  insurance 
company  bears  to  the  total  value  of  serv¬ 
ices  rendered  by  the  station. 

(b)  The  deduction  for  net  operating 
losses  provided  in  section  172  shall  not 
be  allowed. 

(9)  Depletion.  The  deduction  al¬ 
lowed  by  section  822(c)  (9)  for  depletion 
is  the  same  as  that  allowed  life  insur¬ 
ance  companies  under  section  804(c) 
(4).  See  paragraph  (b)(5)  of  §  1.804-4. 

§  1.822—6  Real  estate  owned  and  occu¬ 
pied. 

Section  822(d)  (1)  provides  that  the 
amount  allowable  as  a  deduction  for 
taxes,  expenses,  and  depreciation  on  or 
with  respect  to  any  real  estate  owned 
and  occupied  in  whole  or  in  part  by  a 
mutual  insurance  company  subject  to 
the  tax  imposed  by  section  821  shall  be 
limited  to  an  amount  which  bears  the 
same  ratio  to  such  deduction  (computed 
without  regard  to  this  limitation)  as  the 
rental  value  of  the  space  not  so  occupied 
bears  to  the  rental  value  of  the  entire 
property.  For  example,  if  the  rental 
value  of  the  space  not  occupied  by  the 
(X}mpany  is  equal  to  one-half  of  the  rent¬ 
al  value  of  the  entire  property,  the 
deduction  for  taxes,  expenses,  and  de¬ 
preciation  is  one-half  of  the  taxes,  ex¬ 
penses,  and  depreciation  on  account  of 
the  entire  property.  Where  a  deduction 
is  claimed  as  provided  in  this  section, 
the  parts  of  the  property  occupied  and 
the  parts  not  occupied  by  the  company, 
together  with  the  respective  rental 
values  thereof,  must  be  shown  in  a 
statement  accompanying  the  return. 

§  1.822—7  Amortization  of  premium  and 
accrual  of  discount. 

Section  822(d)  (2)  makes  provision  for 
the  appropriate  amortization  of  premium 
and  the  appropriate  accrual  of  discount, 
attributable  to  the  taxable  year,  on 
bonds,  notes,  debentures,  or  other  evi¬ 
dences  of  indebtedness  hel^  by  a  mutual 
insurance  company  subject  to  the  tax 
imposed  by  section  821.  Such  amortiza¬ 
tion  and  accrual  is  the  same  as  that  pro¬ 
vided  for  life  insurance  companies  by 
section  818(b)(1),  as  amended  by  the 
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Life  Insurance  Company  Income  Tax 
Act  of  1959  (73  Stat.  133) ,  and  shall  be 
determined  in  accordance  with  para¬ 
graphs  (a)  and  (b)  of  §  1.818-3,  except 
in  the  case  of  a  mutual  insurance  com¬ 
pany  subject  to  the  tax  imposed  by  sec¬ 
tion  821,  paragraph  (b)  of  §  1.818-3  shall 
apply  without  regard  to  the  date  of  ac¬ 
quisition  and  the  basis  provided  in  sec¬ 
tion  1012  shall  be  used  in  lieu  of  the  ac¬ 
quisition  value. 

Par.  8.  There  are  inserted  immedi¬ 
ately  after  §  1.823-2  the  following  new 
sections: 

§  1.823—3  Taxable  years  affected. 

Sections  1.823-1  and  1.823-2  are  ap¬ 
plicable  only  to  taxable  years  beginning 
after  December  31,  1953,  but  before 
January  1, 1955,  and  ending  after  August 
16,  1954,  and  all  references  to  sections  of 
part  n,  subchapter  L,  chapter  1  of  the 
Code  are  to  the  Internal  Revenue  Code 
of  1954,  before  amendments.  Sections 
1.823-4  and  1.823-5  are  applicable  only 
to  taxable  years  beginning  after  Decem¬ 
ber  31,  1954,  and  all  references  to  sec¬ 
tions  of  part  II,  subchapter  L,  chapter  1 
of  the  Code  are  to  the  Internal  Revenue 
Code  of  1954,  as  amended  by  the  Life 
Insurance  Company  Tax  Act  for  1955 
(70  Stat.  36). 

§  1.823—4  Net  premiums. 

Net  premiums  are  one  of  the  items 
used,  together  with  the  gross  amount  of 
income  during  the  taxable  year  from  the 
items  described  in  section  822(b)  (other 
than  paragraph  (1)(D)  thereof),  less 
dividends  to  policyholders  and  wholly 
tax-exempt  ii\terest,  in  determining  tax 
liability  under  section  821(a)  (2).  They 
are  also  used  in  section  822(c)  (6)  in  de¬ 
termining  the  limitation  on  certain  capi¬ 
tal  losses  and  in  the  application  of  sec¬ 
tion  1212.  The  term  “net  premiums”  is 
defined  in  section  823(1)  and  includes 
deposits  and  assessments,  but  excludes 
amounts  returned  to  policyholders  which 
are  treated  as  dividends  under  section 
823(2). 

§  1.823—5  Dividends  to  policyholders. 

(a)  Dividends  to  policyholders  is  one 
of  the  deductions  used,  together  with 
wholly  tax-exempt  interest,  in  deter¬ 
mining  tax  liability  under  section  821(a) 
(2).  They  are  also  used  in  section  822 

(c)  (6)  in  determining  the  limitation  on 
certain  capital  losses  and  in  the  appli¬ 
cation  of  section  1212.  The  term  “div¬ 
idends  to  policyholders”  is  defined  in 
section  823(2)  as  dividends  and  similar 
distributions  paid  or  declared  to  policy¬ 
holders.  It  includes  amounts  returned 
to  policyholders  where  the  amount  is  not 
fixed  in  the  insurance  contract  but  de¬ 
pends  upon  the  experience  of  the  com¬ 
pany  or  the  discretion  of  the  manage¬ 
ment.  Such  amounts  are  not  to  be 
treated  as  return  premiums  under  sec¬ 
tion  823(1).  Similar  distributions  in¬ 
clude  such  payments  as  the  so-called 
unabsorbed  premium  deposits  returned 
to  policyholders  by  factory  mutual  fire 
insurance  companies.  The  term  “paid 
or  declared”  is  to  be  construed  accord¬ 
ing  to  the  method  of  accounting  regu¬ 
larly  employed  in  keeping  the  books  of 
the  insurance  company,  and  such  method 


shall  be  consistently  followed  with  re 
spect  to  all  deductions  (including  di^ 
dends  and  similar  distributions  to  polkv 
holders)  and  all  items  of  income 
(b)  If  the  method  of  accounting  go 
employed  is  the  cash  receipts  and  dlT 
bursements  method,  the  deduction  is 
limited  to  the  dividends  and  .simiipir 
tributions  actually  paid  to  policyholders 
in  the  taxable  year.  If,  on  the  other 
hand,  the  method  of  accounting  so  em¬ 
ployed  is  the  accrual  method,  the  de¬ 
duction,  or  a  reasonably  accurate  esti* 
mate  thereof,  for  dividends  and  similar 
distributions  declared  to  policyholders 
for  any  taxable  year  will,  in  general  be 
computed  as  follows;  To  dividends  tmd 
similar  distributions  paid  during  the  tax¬ 
able  year  add  the  amount  of  dividends 
and  similar  distributions  declared  but 
unpaid  at  the  end  of  the  taxable  year 
and  deduct  dividends  and  similar  distri¬ 
butions  declared  but  unpaid  at  the  begin¬ 
ning  of  the  taxable  year. 

If  an  insurance  company  using  the 
accrual  method  does  not  compute  the  de¬ 
duction  for  dividends  and  similar  dis¬ 
tributions  declared  to  policyholders  in 
the  manner  stated,  it  must  sul^t  with 
its  return  a  full  and  complete  expla^. 
tion  of  the  manner  in  which  the  deduc¬ 
tion  is  computed.  For  the  rule  as  to 
when  dividends  are  considered  paid,  see 
the  regulations  under  section  561. 

Par.  9.  Section  1.832  is  amended  by  re¬ 
vising  paragraph  (4)  of  section  832(b), 
by  revising  paragraphs  (5)  and  (8)  of 
section  832(c) ,  and  by  adding  a  histori¬ 
cal  note.  These  amended  provisions 
and  added  historical  note  read  as  fol¬ 
lows: 

§  1.832  Statutory  provisions;  insurance 
company  taxable  income. 

Sec.  832.  Insurance  company  taxable  in¬ 
come — (a)  Definition  of  taxable  income.  *  *  * 

(b)  Definitions.  •  ♦  * 

(4)  Premiums  earned.  The  term  “pre¬ 
miums  earned  on  insurance  contracts  during 
the  taxable  year”  means  an  amount  com¬ 
puted  as  follows: 

(A)  From  the  amount  of  gross  premiums 
written  on  insmance  contracts  during  the 
taxable  year,  deduct  retiurn  premiums  and 
premiums  paid  for  reinsurance. 

(B)  To  the  result  so  obtained,  add  un¬ 
earned  premiums  on  outstanding  business 
at  the  end  of  the  preceding  taxable  year  and 
deduct  unearned  premiums  on  outstanding 
business  at  the  end  of  the  taxable  year. 

For  purposes  of  this  subsection,  unearned 
premiums  shall  include  life  insurance  re¬ 
serves,  as  defined  in  section  801(b),  pertain¬ 
ing  to  the  life,  burial,  or  funeral  insurance, 
or  annuity  business  of  an  insurance  company 
subject  to  the  tax  Imposed  by  section  831 
and  not  qualifying  as  a  life  insurance  com¬ 
pany  under  section  801. 

•  •  *  •  * 

(c)  Deductions  allowed.  *  *  * 

(5)  Capital  losses  to  the  extent  provided 
in  subchapter  P  (sec.  1201  and  following, 
relating  to  capital  gains  and  losses)  plus 
losses  from  capital  assets  sold  or  exchanged 
in  order  to  obtain  funds  to  meet  abnormal 
insurance  losses  and  to  provide  for  the  pay¬ 
ment  of  dividends  and  similar  distrlbutloM 
to  policyholders.  Capital  assets  shall  be 
considered  as  sold  or  exchanged  in  order 
to  obtain  funds  to  meet  abnormal  insurance 
losses  and  to  provide  for  the  payment  <rf 
dividends  and  similar  distributions  to  policy¬ 
holders  to  the  extent  that  the  gross  receipt* 
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from  their  sale  or  exchange  are  not  greater 
than  the  excess.  If  Any,  for  the  taxable  year 
of  the  sum  of  fllvldends  and  similar  distri¬ 
butions  paid  to  policyholders  In  their  capac¬ 
ity  as  such,  losses  paid,  and  expenses  paid 
over  the  sum  of  the  Items  described  In  sec¬ 
tion  822(b)  (other  than  paragraph  (1)(D) 
thereof)  and  net  premiums  received.  In 
the  application  of  section  1212  for  purposes 
of  this  section,  the  net  capital  loss  for  the 
taxable  year  shall  be  the  amount  by  which 
losses  for  such  year  from  sales  or  exchanges 
of  capital  assets  exceeds  the  sum  of  the 
(jalns  from  such  sales  or  exchanges  and 
whichever  of  the  following  amounts  Is  the 
lesser: 

(A)  The  taxable  income  (computed  with¬ 
out  regard  to  gains  or  losses  from  sales  or 
exchanges  of  capital  assets  or  to  the  deduc¬ 
tions  provided  In  section  242  for  partially 
tax-exempt  interest);  or 

(B)  Losses  from  the  sale  or  exchange  of 
capital  assets  sold  or  exchanged  to  obtain 
funds  to  meet  abnormal  Insurance  losses 
and  to  provide  for  the  payment  of  dividends 
and  similar  distributions  to  policyholders; 

•  •  *  *  * 

(8)  The  depreciation  deduction  allowed 
by  section  167  and  the  deduction  allowed 
by  section  611  (relating  to  depletion); 

•  •  •  *  » 

-|Bec.  832  as  amended  by  sec.  3(b)  (1),  (2), 
and  (3),  Life  Insurance  Company  Tax  Act 
1966  (70  Stat.  48)  ] 

Par.  10.  Section  1.841  is  amended  by 
revising  section  841(1)  and  adding  a 
historical  note.  This  amended  provi¬ 
sion  and  added  historical  note  read  as 
follows; 

§  1.841  Statutory  provisions ;  credit  for 
foreign  taxes. 

SBC.  841.  Credit  for  foreign  taxes.  *  *  * 

(1)  In  the  case  of  the  tax  imposed  by 
section  802,  the  life  insurance  company  tax¬ 
able  Income  (as  defined  in  section  802(b)), 
and 

*  •  «  •  * 

(Sec.  841  as  amended  by  sec.  5(4),  Life 
Insurance  Company  Tax  Act  1955  (70  Stat. 
49);  sec.  3(b),  Life  Insurance  Company  In¬ 
come  Tax  Act  1959  (73  Stat.  139)  ] 

Par.  11.  Section  1.842  is  amended  by 
adding  a  historical  note  at  the  end 
thereof.  This  added'  historical  note 
reads  as  follows: 

§1.842  Statutory  provisions;  computa¬ 
tion  of  gross  income. 

Sec.  842.  Computation  of  gross  in¬ 
come.  •  •  * 

(Sec.  842  as  amended  by  sec.  5(5),  Life  In¬ 
surance  Company  Tax  Act  1955  (70  Stat.  49) ; 
sec.  3(f)  (1) ,  Life  Insvirance  Company  Income 
Tax  Act  1959  (73  Stat.  140)  ( 

Par.  12.  There  is  inserted  immediately 
after  §  1.842  the  following  new  section: 

§  1.843  Statutory  provisions;  annual 
accounting  period. 

Sec.  843.  Annual  accounting  period.  For 
purposes  of  this  subtitle,  the  annual  ac- 
coimting  period  for  each  instirance  company 
subject  to  a  tax  imposed  by  this  subchapter 
shall  be  the  calendar  year. 

(Sec.  843  as  added  by  sec.  4(a),  Life  Insur¬ 
ance  Company  Tax  Act  1955  (70  Stat.  48)] 

Par.  13.  Section  1.891  is  amended  by 
revising  section  891  and  the  historical 
note.  This  amended  provision  and  his¬ 
torical  note  read  as  follows : 
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§  1.891  Statutory  provisions;  doubling 
of  rates  of  tax  on  citizens  and  cor¬ 
porations  of  certain  foreign  coun¬ 
tries. 

Sec.  891.  Doubling  of  rates  of  tax  on  citi¬ 
zens  and  corporations  of  cehain  foreign 
countries.  Whenever  the  President  finds 
that,  under  the  laws  of  any  foreign  country, 
citizens  or  corporations  of  the  United  States 
are  being  subjected  to  discriminatory  or  ex¬ 
traterritorial  taxes,  the  President  shall  so 
proclaim  and  the  rates  of  tax  Imposed  by 
sections  1,  3,  11,  802,  821,  831,  852,  871,  and 
881  shall,  for  the  taxable  year  during  which 
such  proclamation  is  made  and  for  each  tax¬ 
able  year  thereafter,  be  doubled  in  the  case 
of  each  citizen  and  corporation  of  such  for¬ 
eign  country;  but  the  tax  at  such  doubled 
rate  shall  be  considered  as  Imposed  by  such 
sections  as  the  case  may  be.  In  no  case  shall 
this  section  operate  to  increase  the  taxes 
imposed  by  such  sections  (computed  without 
regard  to  this  section)  to  an  amoxmt  in 
excess  of  80  percent  of  the  taxable  income  of 
the  taxpayer  (computed  without  regard  to 
the  deductions  allowable  under  section  151 
and  under  part  VIII  of  subchapter  B). 
Whenever  the  President  finds  that  the  laws 
of  any  foreign  country  with  respect  to  which 
the  President  has  made  a  proclamation  under 
the  preceding  provisions  of  this  section  have 
been  modified  so  that  discriminatory  and 
extraterritorial  taxes  applicable  to  citizens 
and  corporations  of  the  United  States  have 
been  removed,  he  shall  so  proclaim,  and  the 
provisions  of  this  section  providing  for 
doubled  rates  of  tax  shall  not  apply  to  any 
citizen  or  corporation  of  such  foreign  coun¬ 
try  with  respect  to  any  taxable  year  begin¬ 
ning  after  such  proclamation  is  made. 

(Sec.  891  as  amended  by  sec.  5(6),  Life  In¬ 
surance  Company  Tax  Act  1955  (70  Stat.  49) ; 
sec.  3(f)(1),  Life  Insurance  Company  Income- 
Tax  Act  1959  (73  Stat.  140)  ] 

Par.  14.  Section  1.1016  is  amended  by 
revising  paragraphs  (3)  (A)  and  (B)  of 
section  1016(a),  by  adding  paragraphs 
(3)  (C)  and  (17)  to  section  1016(a),  and 
by  revising  the  historical  note.  These 
amended  and  added  provisions  and 
amended  historical  note  read  as  follows: 

§  1.1016  Statutory  provisions;  adjust¬ 
ment  to  basis. 

Sec.  1016.  Adjustment  to  basis — (a)  Gen¬ 
eral  rule.  *  *  * 

(3)  *  •  • 

(A)  Before  March  1,  1913, 

(B)  Since  February  28,  1913,  during  which 
such  property  was  held  by  a  person  or  an 
organization  not  subject  to  income  taxation 
under  this  chapter  or  prior  income  tax  laws, 
and 

(C)  Since  February  28,  1913,  and  before 
January  1,  1958,  during  which  such  property 
was  held  by  a  person  subject  to  tax  under 
part  I  of  subchapter  L  (or  the  corresponding 
provisions  of  prior  Income  tax  laws),  to  the 
extent  that  paragraph  (2)  does  not  apply, 

*  •  *  •  • 

(17)  In  the  case  of  any  evidence  of  in¬ 
debtedness  referred  to  in  section  818(b)  (re¬ 
lating  to  amortization  of  premium  and 
accrual  of  discount  in  the  case  of  life  insur¬ 
ance  companies),  to  the  extent  of  the  ad¬ 
justments  required  under  section  818(b)  (or 
the  corresponding  provisions  of  prior  income 
tax  laws)  for  the  taxable  year  and  all  prior 
taxable  years; 

«  •  *  •  • 

(Sec.  1016  as  amended  by  sec.  4(c),  Act  of 
June  29,  1956  (Pub.  Law  629,  84th  Cong.,  70 
Stat.  407);  sec.  3(d)  (1)  and  (2),  Life  In¬ 
surance  Company  Income  Tax  Act  1959  (73 
Stat.  139) ] 


Par.  15.  Section  1.1016-4  is  amended 
to  read  as  follows: 

§  1.1016—4  Exhaustion,  wear  and  tear, 

^  obsolescence,  amortization,  and  de¬ 
pletion;  periods  during  which  in¬ 
come  was  not  subject  to  tax. 

(a)  Adjustments  to  basis  must  be 
made  for  exhaustion,  wear  and  tear,  ob¬ 
solescence,  amortization,  and  depletion 
to  the  extent  actually  sustained  in  re¬ 
spect  of : 

(1)  Any  period  before  March  1,  1913, 

(2)  Any  period  since  February  28, 
1913,  during  which  the  property  was 
held  by  a  person  or  organization  not 
subject  to  income  taxation  imder  chap¬ 
ter  1  of  the  Code  or  prior  income  tax 
laws,  and 

(3)  Any  period  since  February  28, 
1913,  and  before  January  1,  1958,  during 
which  the  property  was  held  by  a  person 
subject  to  tax  under  part  I,  subchapter 
L,  chapter  1  of  the  Code,  or  prior  income 
tax  law,  to  the  extent  Uiat  section  1016 
(a)  (2)  does  not  apply. 

(b)  The  amount  of  the  adjustments 
described  in  paragraph  (a)  of  this  sec¬ 
tion  actually  sustained  is  that  amount 
charged  off  on  the  books  of  the  taxpayer 
where  such  amount  is  considered  by  the 
Commissioner  to  be  reasonable.  Other¬ 
wise,  the  amount  actually  sustained  will 
be  the  amount  that  would  have  been  al¬ 
lowable  as  a  deduction: 

(2)  During  the  period  described  in 
paragraph  (a)  (1)  or  (2)  of  this  sec¬ 
tion,  had  the  taxpayer  been  subject  to 
income  tax  during  those  periods,  or 
(2)  During  the  period  described  in 
paragraph  (a)  (3)  of  this  section,  with 
respect  to  property  held  by  a  taxpayer 
described  in  that  paragraph,  to  the  ex¬ 
tent  that  section  1016(a)  (2)  was  inap¬ 
plicable  to  such  property  during  that 
period. 

In  the  case  of  a  taxpayer  subject  to  the 
adjustment  required  by  subparagraph 
(1)  or  (2)  of  this  paragraph,  deprecia¬ 
tion  shall  be  determined  by  using  the 
straight  line  method. 

Par.  16.  Section  1.1016-5  is  amended 
by  adding  a  new  paragrapl)  (n)  at  the 
end  thereof.  This  added  provision  reads 
as  follows: 

§  1.1016—5  Miscellaneous  adjustments 
to  basis. 

*0000 

(n)  Life  insurance  companies.  In  the 
case  of  any  evidence  of  indebtedness  re¬ 
ferred  to  in  section  818(b),  the  basis 
shall  be  adjusted  to  the  extent  of  the 
adjustments  required  under  section 
818(b)  (or  the  corresponding  provisions 
of  prior  income  tax  laws)  for  the  taxable 
year  and  all  prior  taxable  years.  The 
basis  of  any  such  evidence  of  indebted¬ 
ness  shall  be  reduced  by  the  amount  of 
the  adjustment  required  under  section 
818(b)  (or  the  corresponding  provision 
of  prior  income  tax  laws)  on  account  of 
amortizable  premium  and  shall  be  in¬ 
creased  by  the  amount  of  the  adjustment 
required  imder  section  818(b)  on  ac¬ 
count  of  accruable  discounts. 

Par.  17.  Section  1.1201  is  amended  by 
revising  the  portion  of  section  1201(a) 
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which  precedes  paragraph  (1),  by  add¬ 
ing  subsection  (c),  and  by  revising  the 
historical  note.  These  amended  and 
added  provisions  and  amended  histori¬ 
cal  note  read  as  follows: 

§  1.1201  Statutory  provisions;  alterna¬ 
tive  tax. 

Sec.  1201.  Alternative  tax — (a)  Corpora¬ 
tions.  If  for  any  taxable  year  the  net  long¬ 
term  capital  gain  of  any  corporation  exceeds 
the  net  short-term  capital  loss,  then,  in  lieu 
of  the  tax  imposed  by  sections  11,  511,  821 

(a) (1)  or  (b),  and  831(a),  there  is  hereby 
imposed  a  tax  (if  such  tax  is  less  than  the 
tax  imposed  by  such  sections)  which  shall 
consist  of  the  sum  of — 

*  •  •  *  • 

(c)  Life  insurance  companies.  For  alter¬ 
native  tax  in  case  of  life  insurance  com¬ 
panies,  see  section  802(a)(2). 

[Sec.  1201  as  amended  by  sec.  6(7),  Life  In¬ 
surance  Company  Tax  Act  1955  (70  Stat.  49) ; 
sec.  3(f)(2),  Life  Instirance  Company  In¬ 
come  Tax  Act  1959  (73  Stat.  140)  ] 

Par.  18.  Paragraph  (a)  of  §  1.1201-1  is 
amended  to  read  as  follows: 

§  1.1201—1  Alternative  tax. 

(a)  Corporations.  In  case  the  net 
long-term  capital  gain  of  any  corpora¬ 
tion  exceeds  the  net  short-term  capital 
loss,  section  1201(a)  imposes  an  alterna¬ 
tive  tax  in  lieu  of  the  tax  imposed  by  sec¬ 
tions  11,  511,  821  (a)(1)  or  (b)  and 
831(a),  if  and  only  if  such  alternative 
tax  is  less  than  the  tax  imposed  by  such 
sections.  For  taxable  years  beginning 
after  December  31, 1954,  and  before  Jan¬ 
uary  1, 1958,  the  alternative  tax  shall  also 
be  in  lieu  of  the  tax  imposed  by  section 
802(a),  as  amended  by  the  Life  Insur¬ 
ance  Company  Tax  Act  for  1955  (70  Stat 
38) ,  if  such  alternative  tax  is  less  than 
the  tax  imposed  by  such  section.  See 
section  802(e),  as  added  by  the  Life  In¬ 
surance  Company  Tax  Act  for  1955  (70 
Stat.  39).  However,  for  taxable  years 
beginning  after  December  31,  1958,  sec¬ 
tion  802(a)(2),  as  amended  by  the  Life 
Insurance  Company  Income  Tax  Act  of 
1959  (73  Stat.  115),  imposes  a  separate 
tax  equal  to  25  percent  of  the  amount 
by  which  the  net  long-term  capital  gain 
of  any  life  insurance  company  (as  de¬ 
fined  in  section  801(a)  and  paragraph 

(b)  of  §  1.801-3)  exceeds  its  net  short¬ 
term  capital  loss.  See  paragraph  (f)  of 
§  1.802-3.  The  alternative  tax  is  not  in 
lieu  of  the  personal  holding  company  tax 
imposed  by  section  541,  or  of  any  other 
tax  not  specifically  set  forth  in  section 
1201(a) .  The  alternative  tax  is  the  sum 
of  (1)  a  partial  tax  computed  at  the  rates 
provided  in  sections  11,  511,  802(a)  (for 
taxable  years  beginning  after  December 
31,  1954,  and  before  January  1,  1958), 
821  (a)  or  (b) ,  and  831(a)  on  the  taxable 
income  of  the  taxpayer  decreased  by  the 
amount  of  excess  of  the  net  long-term 
capital  gain  over  the  net  short-term  capi¬ 
tal  loss,  and  (2)  an  amount  equal  to  25 
percent  of  such  excess  or,  in  the  case  of 
a  taxable  year  beginning  before  April  1, 
1954,  an  amount  equal  to  26  percent  of 
such  excess.  In  the  computation  of  the 
partial  tax  the  special  deductions  pro¬ 
vided  for  in  sections  243,  244,  245,  247, 
922,  and  941  shall  not  be  recomputed  as 
the  result  of  the  reduction  of  taxable 
income  by  the  excess  of  net  long-term 


capital  gain  over  net  short-term  capital 
loss. 

(P.R.  Doc.  61-4394;  Piled,  May  11,  1961; 
8:60  a.m.] 
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Notice  of  Proposed  Rule  Making 

Notice  is  hereby  given  in  accordance 
with  section  4  of  the  Administrative 
Procedure  Act  (5  U.S.C.  1003) ,  that,  pur¬ 
suant  to  the  provisions  of  the  Act  of 
May  29,  1884,  as  amended,  the  Act  of 
February  2,  1903,  as  amended,  and  the 
Act  of  March  3,  1905,  as  amended  (21 
U.S.C.  111-113,  115,  117,  120,  123,  125), 
it  is  proposed  to  amend  the  regulations 
in  9  CFR  Part  74,  as  amended,  restrict¬ 
ing  the  interstate  movement  of  sheep 
because  of  scabies,  a  contagious,  infec¬ 
tious,  and  communicable  disease,  by 
adding  the  State  of  Illinois  to  those 
States,  Territories,  or  parts  thereof, 
designated  as  eradication  areas  in 
§  74.3(a)  of  said  Part  74, 

The  proposed  amendment  would  add 
the  State  of  Illinois  to  the  eradication 
areas  since  the  cooperative  sheep  scabies 
eradication  program  is  now  being  con¬ 
ducted  in  such  State.  This  State  is 
presently  included  in  the  infected  areas 
as  sheep  scabies  is  known  to  exist  in 
such  State. 

Any  person  who  wishes  to  submit 
written  data,  views,  or  arguments  con¬ 
cerning  the  proposed  amendment  may 
do  so  by  filing  them  with  the  Director, 
Animal  Disease  Eradication  Division, 
Agricultural  Research  Service,  United 
States  Department  of  Agriculture,  Wash¬ 
ington  25,  D.C.,  within  30  days  after 
publication  of  this  notice  in  the  Federal 
Register. 

Done  at  Washington,  D.C.,  this  8th 
day  of  May  1961. 

M.  R.  Clarkson, 
Acting  Administrator, 
Agricultural  Research  Service. 

I  P.R.  Doc.  61-4350;  Piled,  May  11,  1961; 

8:45  a.m.] 


Commodity  Stabilization  Service 
[  7  CFR  Parts  906,  968  1 

[Docket  Nos.  AC)-210-A-13,  AO-298-Al| 

MILK  IN  OKLAHOMA  METROPOLITAN 
AND  RED  RIVER  VALLEY  MARKET¬ 
ING  AREAS 

Notice  of  Hearing  on  Proposed 
Amendments  to  Tentative  Market¬ 
ing  Agreements  and  Orders 

Pursuant  to  the  provisions  of  the  Ag¬ 
ricultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S,C.  601  et  seq.), 
and  the  applicable  rules  of  practice  and 
procedure  governing  the  formulation  of 
marketing  agreements  and  marketing 
orders  (7  CFR  Part  900) ,  notice  is  hereby 


given  of  a  public  hearing  to  be  held  at 
the  89er  Inn,  3300  North  Lincoln  Boule¬ 
vard,  C^lahoma  City,  Oklahoma,  begini 
ning  at  10:00  a.m.,  local  time,  on  May  23* 
1961,  with  respect  to  proposed  amend¬ 
ments  to  the  tentative  marketing  agree¬ 
ments  and  to  the  orders,  regulating  the 
handling  of  milk  in  the  Oklahoma  Metro¬ 
politan  and  Red  River  Valley  marketing 
areas. 

The  public  hearing  is  for  the  purpose 
of  receiving  evidence  with  respect  to 
the  economic  and  marketing  conditions 
which  relate  to  the  proposed  amend¬ 
ments,  hereinafter  set  forth,  and  any 
appropriate  modifications  thereof,  to  the 
tentative  marketing  agreements  and  to 
the  orders. 

The  Red  River  Valley  area  handlers 
who  submitted  proposals  number  11,  14 
and  21  are: 

The  Carnation  Co.,  Wichita  Falls,  Tex. 

Goble  Dairy,  Wichita  Falls,  Tex. 

Col  vert  Dairy,  Ardmore,  Okla. 

Cooper  Farms,  Ardmore,  Okla. 

Fairmont  Foods,  Lawton,  Okla. 

Johnson’s  Dairy,  Lawton,  Okla.  > 

The  Oklahoma  Metropolitan  area 
handlers  who  submitted  proposals  num¬ 
ber  11, 14  and  21  are: 

Beatrice  Foods  Co.,  Tulsa  and  Oklahoma 
City,  Okla. 

The  Carnation  Co.,  Tulsa,  Okla. 

Glencliff  Dairy,  Tulsa,  Okla. 

The  Borden  Co.,  Oklahoma  City,  Okla. 

Gilt  Edge  Farms,  Norman  and  Oklahoma 
City,  Okla. 

Townley  Dairy,  Oklahoma  City,  Okla. 

The  proposed  amendments  set  forth 
below  have  not  received  the  approval  of 
the  Secretary  of  Agriculture. 

Definitions 

Proposed  by  Greenbelt  Creamery  and 
Triangle  Creamery: 

Proposal  No.  1.  Amend  §  986.4,  the 
definition  of  Red  River  Valley  marketing 
area,  by  deleting  the  coimties  of  Harde¬ 
man  and  Wilbarger  in  Texas.  Make  any 
other  changes  necessary  to  conform  to 
the  deleting  of  these  two  counties  from 
the  order. 

Proposed  by  Central  Oklahoma  Milk 
Producers  Association: 

Proposal  No.  2.  Delete  §  906.7(c) ,  and 
insert  in  lieu  thereof,  the  following: 

(c)  Which  receives  milk  from  dairy 
farmers  who  would  be  producers  if  this 
plant  qualified  as  a  pool  plant,  or  Grade 
A  milk  in  bulk  from  other  pool  plants, 
and  from  which  an  amount  equal  to  50 
percent  of  such  receipts  is  disposed  of 
as  Class  I  milk  on  routes,  and  an  amount 
equal  to  at  least  5  percent  of  such  re¬ 
ceipts  is  disposed  of  as  Class  I  milk  on 
routes  in  the  marketing  area. 

Proposal  No.  3.  Delete  the  last  sen¬ 
tence  in  §  906.12  Producer,  and  in  lieu 
thereof,  insert  the  following:  “This  def¬ 
inition  shall  not  include  any  person  with 
respect  to  milk  produced  by  him,  which 
is  received,  or  deemed  to  have  been  re¬ 
ceived,  at  a  plant  which  is  regulated  by 
another  order  issued  pursuant  to  the 
Act,  if  such  person  is  designated  as  a 
producer  under  such  other  order.” 

Proposal  No.  4.  Delete  §  906.15,  and 
insert  in  lieu  thereof,  the  following: 
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§  906.  IS  Producer-handler. 

“producer-handler”  means  any  person 
who  produces  milk  and  operates  a  plant 
which  is  approved  by  a  duly  constituted 
state  or  municipal  health  authority,  or 
which  is  acceptable  to  an  agency  of  the 
federal  Government  for  the  disposition 
of  ipiik  at  an  installation  in  the  market¬ 
ing  area,  in  which  milk  or  skim  milk  is 
processed  or  packaged  and  which  dis¬ 
hes  of  Class  I  milk  on  routes  in  the 
mwketing  area,  provided  such  person 
receives  no  milk  from  producers  or  other 
dairy  farmers. 

proposed  by  Pure  Milk  Producers  As¬ 
sociation  of  Eastern  Oklahoma: 

Proposal  No.  5.  Delete  §  906.15  and 
substitute  therefor: 

§  906.15  Producer-handler. 

“Producer-handler”  means  any  per¬ 
sons  who  operates  both  a  dairy  farm(s) 
and  a  milk  processing  or  bottling  plant 
at  which  each  of  the  following  conditions 
Is  met  during  the  month : 

(a)  Milk  is  received  from  the  dairy 
farm(s)  of  such  person  but  from  no 
other  dairy  farm; 

(b)  Fluid  milk  products  are  disposed 
of  on  routes  in  the  marketing  area  in 
an  amount  exceeding  an  average  of  20 
gallons  per  day. 

Reports  and  Classification 

Proposed  by  Central  Oklahoma  Milk 
Producers  Association: 

Proposal  No.  6.  In  §  906.33,  delete  the 
word  “month”  appearing  as  the  last 
word  in  this  section,  and  insert  in  lieu 
thereof,  the  words  “accounting  period”. 

Proposal  No.  7.  Delete  §  906.41(b)  (3) , 
and  insert  in  lieu  thereof,  the  following: 

(3)  Disposed  of  in  bulk  for  use  as  ani¬ 
mal  feed,  if  all  the  following  conditions 
are  met: 

(i)  The  market  administrator  is  noti¬ 
fied,  prior  to  such  disposition,  of  the  time 
the  disposition  is  to  be  made,  so  that 
he  or  his  representative  may  physically 
verify  the  disposition; 

(ii)  Each  disposition  is  documented  in 
duplicate  by  a  separate  record  in  a  form 
approved  by  the  market  administrator, 
showing  disposition  date,  volume  dis¬ 
posed  of,  butterfat  content,  and  the 
name  of  the  person  to  whom  it  is  dis¬ 
posed  and  his  or  his  representative’s 
signature,  one  copy  of  which  is  mailed 
to,  or  delivered  to  the  market  adminis¬ 
trator  on  or  before  the  second  day  after 
the  date  of  such  disposition;  and 

(iii)  The  volume  of  skim  milk  and 
butterfat  classified  as  Class  II  pursuant 
to  this  paragraph  shall  not  exceed  0.5 
percent  of  the  volume  of  skim  milk  and 
butterfat  in  fluid  milk  products  disposed 
of  in  fluid  form. 

Proposal  No.  8.  Delete  §  906.41  (b)  (4) , 
and  insert  in  lieu  thereof,  the  following : 

(4)  In  skim  milk  dumped,  after  prior 
notification  to,  and  opportunity  for 
verification  by,  the  market  administra¬ 
tor.  No  butterfat  shall  be  classified  as 
Class  n  pursuant  to  this  paragraph,  and 
the  volume  of  skim  milk  so  classified 
shall  not  exceed  one  percent  of  the  vol¬ 
ume  of  skim  milk  in  producer  milk. 

Proposaf  No.  9.  Amend  §  906.41  (b)  (6) 
by  inserting  the  word  “biflk”  between 


the  words  “of”  and  “other”  in  this 
section. 

Proposal  No.  10.  Delete  §  906.42(b), 
and  insert  in  lieu  thereof,  the  following: 

(b)  Assign  the  shrinkage  of  skim  milk 
and  butterfat  pro  rata  between  producer 
milk  and  bulk  other  source  milk. 

Proposed  by  listed  Oklahoma  Metro¬ 
politan  and  Red  River  Valley  handlers: 

Proposal  No.  11.  Amend  §§  906.45 
and  986.45,  computation  of  skim  milk 
and  butterfat  in  each  class,  by  deleting 
the  last  sentence  thereof  and  substitut¬ 
ing  therefor,  the  following:  “Except  for 
the  skim  milk  contained  in  dietary  foods 
for  use  in  weight  control  (products  con¬ 
taining  more  than  16  percent  milk 
solids-not-fat  but  less  than  2  percent 
butterfat),  skim  milk  contained  in  any 
products  utilized,  produced  or  disposed 
of  by  the  handler  during  the  month 
shall  be  considered  to  be  an  amount 
equivalent  to  the  nonfat  milk  solids  con¬ 
tained  in  such  products  plus  all  the  water 
originally  associated  with  such  solids.” 

Proposed  by  Carnation  Company  of 
Texas,  Fairmont  Poods,  Lawton,  Okla¬ 
homa,  and  Goble’s  Dairyland: 

Proposal  No.  12.  Amend  §§  986.15, 
986.41,  986.45,  986.46,  986.53,  986.70  and 
all  related  sections  to  provide  that 
dietary  foods  be  classified  as  Class  II, 
and  to  provide  that  the  skim  equivalent 
method  of  accounting  for  all  fortified 
products  be  discontinued  and  that  all 
payments  under  the  order  for  solids  used 
to  fortify  be  also  discontinued. 

Proposed  by  National  Cheese  Com¬ 
pany: 

Proposal  No.  13.  Amend  §  906.46  to 
allocate  to  Class  I,  receipts  at  a  pool 
plant  of  sour  cream  manufactured  from 
milk  subject  to  the  pricing  and  pooling 
provisions  of  the  Chicago,  Illinois  Fed¬ 
eral  milk  order.  No.  41,  when  such  sour 
cream  is  received,  handled  and  dis¬ 
tributed  in  the  same  consumer  or  insti¬ 
tutional  size  packages  in  which  it  is 
received. 

Minimum  Prices 

Proposed  by  listed  Oklahoma  Metro¬ 
politan  and  Red  River  Valley  handlers: 

Proposal  No.  14.  Amend  §§  906.50, 
906.51,  906.52,  906.71,  906.72,  906.82  and 
corresponding  sections  of  part  986  so 
that  prices  calculated  per  hundredweight 
will  be  for  milk  testing  3.5  percent 
butterfat  rather  than  4  percent,  or,  as 
an  alternative,  amend  §  906.51(a)  and 
§  986.51(a)  to  provide  the  adjustment 
to  4  percent  butterfat  of  prices  reported 
at  3.5  percent  be  made  at  a  rate  based 
on  the  price  of  92-score  butter  multiplied 
by  1.20  and  amend  §  906.51(b)  and 
§  986.51(b)  to  provide  the  adjustment  to 
4  percent  butterfat  of  prices  reported  at 
3.5  percent  be  computed  by  using  the 
Class  II  butterfat  differential. 

Proposed  by  Central  Oklahoma  Milk 
Producers  Association: 

Proposal  No.  15.  a.  Amend  §  986.50 
(a),  by  deleting  the  words  “15  cents” 
appearing  in  the  section  at  the  end,  and 
inserting  in  lieu  thereof,  the  words  “25 
cents”; 

b.  Amend  §  986.52,  by  deleting  the 
words  “5  cents”  appearing  in  the  first 
sentence,  and  inserting  in  lieu  thereof, 
the  figure  “15  cents”;  and 


c.  Delete  §  986.74  Location  adjustment 
to  producers  and  insert  in  lieu  thereof, 
the  following: 

§  986.74  Location  adjustment  to  pro¬ 
ducers. 

In  making  payments  to  producers  pur¬ 
suant  to  §  986.80,  for  the  months  of  July 
through  February,  each  handler  may  de¬ 
duct,  for  each  himdredweight  of  milk, 
and  for  the  months  of  March  through 
June  for  each  hundredweight  of  base 
milk  received  from  producers  at  a  pool 
plant  which  is  located  outside  the  State 
of  Texas,  15  cents  per  hundredweight 
plus  an  additional  1.5  cents  for  each  10 
miles  or  fraction  thereof  that  such  plant 
is  more  than  100  miles  from  the  City  Hall 
in  Wichita  Falls,  Texas,  by  the  shortest 
hard-surfaced  highway  distance  as  de¬ 
termined  by  the  market  administrator. 

Proposal  No.  16.  Delete  §§  906.51(b) 
and  986.51(b)  and  insert  in  lieu  thereof, 
the  following: 

(b)  Class  II  milk.  The  price  per  hun¬ 
dredweight  shall  be  the  average  price 
reported  by  the  Department  for  .ihe  pre¬ 
ceding  month  for  milk  for  manufacturing 
purposes  f.o.b.  plant.  United  States,  ad¬ 
justed  to  a  4  percent  butterfat  basis  by 
direct  ratio,  for  the  months  of  August 
through  January,  and  that  price  minus 
10  cents  per  hundredweight  during  the 
months  of  Februaiy  through  July. 

Proposal  No.  17.  Amend  §§  906.51  (a) 
and  (b)  and  986.51  (a)  and  (b) ,  to  pro¬ 
vide  for  the  roimding  of  the  Cfiass  I  and 
Class  n  prices  to  the  nearest  cent. 

Application  of  Provisions 

Proposed  by  Oak  Farms  Dairies: 
Proposal  No.  18.  Amend  §  986.61  by 
adding  “Such  determination  shall  be 
made  on  the  basis  of  a  3-month  moving 
average  of  total  receipts  and  disposition 
of  milk  by  such  handler.” 

Proposed  by  Central  Oklahoma  Milk 
Producers  Association: 

Proposal  No.  19.  Delete  §  986.63  (d)» 
and  insert  in  lieu  thereof,  the  following: 

(d)  Milk  diverted  by  a  handler  in¬ 
cluding  a  cooperative  associtition  to  a 
nonpool  plant  for  more  than  29  days’ 
production,  of  a  producer  during  the 
months  of  September  through  December 
shall  not  be  considered  producer  milk 
for  the  entire  period  of  such  diversion 
during  the  month. 

Determination  of  Uniform  Prices 

Proposed  by  Central  Oklahoma  Milk 
Producers  Association: 

Proposal  No.  20.  Amend  §§  906.16, 
906.65,  906.66,  906.72,  and  906.73  to 
eliminate  the  year  “1960”  after  the  word 
“June”  in  each  of  these  sections. 

Proposed  by  listed  Oklahoma  Metro¬ 
politan  and  Red  River  Valley  handlers: 

Proposal  No.  21.  Amend  ttie  follow¬ 
ing  provisions  of  Part  906  and  cor¬ 
responding  provisions  of  Part  986  to  sub¬ 
stitute  individual  handler  pools  for  the 
present  marketwide  pooling  system  in 
both  the  Oklahoma  Metropolitan  and 
Red  River  Valley  Federal  milk  orders. 

A.  Amend  §  906.80  Time  and  method 
of  payment,  to  provide  that  each  handler 
shall  pay  producers  on  the  basis  of  an 
individual  handler  pool. 
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B.  Amend  §  906.7(c)  by  deleting  the 
words  “pool  plant (s)”  and  substitute 
“distributing  plants”;  also  add  the  fol¬ 
lowing  words  “from  which  fluid  milk 
products  are  disposed  of  on  routes  within 
the  marketing  area”. 

C.  In  §  906.8  delete  the  present  lan¬ 
guage  and  substitute  therefor  the  follow¬ 
ing: 

“Supply  plant”  means  a  plant  which 
receives  milk  from  approved  dairy  farm¬ 
ers  who  would  be  producers  pursuant 
to  §  906.12  and  from  which  milk  is  de¬ 
livered  to  a  distributing  plant(s)  on  ten 
or  more  days  of  the  months  of  July 
through  December  or  on  three  or  more 
days  in  any  of  the  months  of  January 
through  June. 

D.  Delete  §§  906.9,  906.83,  906.84,  906.- 
85,  906.86,  in  their  entirety. 

E.  Delete  the  following:  §§  906.10, 
906.11  (b)  and  (c)  and  in  §  906.11(a) 
delete  the  words  “pool  plant(s)”  and 
substitute  therefor  the  words  “distribut¬ 
ing  plant(s)  ”. 

P.  Delete  §§  906.55,  906.62,  906.70(a) 
(3)(iii),  906.70(b),  906.71,  906.72,  and 
906.73. 

G.  Delete  the  words  “pool  plant(s)” 
or  “nonpool  plant”;  wherever  the  same 
may  be  used  in  §§  906.11(a),  906.12, 
906.14,  906.31,  906.32(b).  906.41(b)(5), 
906.44  and  906.53.  In  each  case  substi¬ 
tute  therefor  the  words  “distributing 
plant(s) 

H.  Make  any  and  all  other  changes 
necessary  to  provide  that  payment  to 
producers  will  be  on  the  basis  of  an  indi¬ 
vidual  handler  pool. 

Copies  of  this  notice  of  hearing  and 
the  order  may  be  procured  from  the  Mar¬ 
ket  Administrator,  Richard  E.  Arnold, 
P.O.  Box  4568,  Tulsa  14,  Oklahoma  or 
from  the  Hearing  Clerk.  Room  112,  Ad¬ 
ministration  Building,  United  States  De¬ 
partment  of  Agriculture,  Washington  25, 
D.C.,  or  may  be  there  inspected. 


Issued  at  Washington,  D.C.,  May  9, 
1961. 


Robert  G.  Lewis, 
Deputy  Administrator,  Price 
Support,  Commodity  Stdbili- 
zation  Service. 


[P.R.  Doc.  61-4410;  Filed,  May  11,  1961; 
8:51  a.m.] 


[  7  CFR  Part  967  1 

[Docket  No.  AO-170-A12.] 

MILK  IN  SOUTH  BEND-LA  PORTE- 
ELKHART,  INDIANA,  MARKETING 
AREA 

Decision  on  Proposed  Amendments 
to  Tentative  Marketing  Agreement 
and  Order 

Pursuant  to  the  provisions  of  the  Ag¬ 
ricultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C,  601  et  seq.), 
and  the  applicable  rules  of  practice  and 
procedure  governing  the  formulation  of 
marketing  agreements  and  marketing 
orders  (7  CFR  Part  900) ,  a  public  hear¬ 
ing  was  held  at  South  Bend,  Indiana, 
on  March  14,  1961,  pursuant  to  notice 
thereof  issued  March  7,  1961  (26  P.R. 
2091). 


Upon  the  basis  of  the  evidence  intro¬ 
duced  at  the  hearing  and  the  record 
thereof,  the  Deputy  Administrator,  Ag¬ 
ricultural  Marketing  Service,  on  April 
18, 1961  (26  P.R.  3436;  F.R.  Doc.  61-3610) 
filed  with  the  Hearing  Clerk,  United 
States  Department  of  Agriculture,  his 
recommended  decision  containing  notice 
of  the  opportunity  to  file  written  ex¬ 
ceptions  thereto. 

Findings  and  conclusions.  The  follow¬ 
ing  findings  and  conclusions  on  the  ma¬ 
terial  issue  are  based  on  evidence  pre¬ 
sented  at  the  hearing  and  the  record 
thereof : 

The  Class  II  price  under  this  order 
should  be  the  same  as  the  basic  formula 
price  (Class  II  price)  under  the  Indian¬ 
apolis,  Indiana  order.  This  is  the  higher 
of  a  butter-powder  formula  or  the  “Mid¬ 
west  condensery  price”,  which  is  the 
average  of  the  prices  paid  for  ungraded 
milk  at  ten  specified  Michigan  and  Wis¬ 
consin  plants.  Currently,  the  Class  II 
price  is  fixed  at  70  cents  over  the  basic 
formula  in  August  through  February  and 
45  cents  over  in  other  months.  The  basic 
formula  price  now  used  to  establish  the 
Class  II  price  under  this  order  is  the 
higher  of  either  the  average  of  prices 
paid  by  specified  Midwest  condenseries 
or  a  price  based  on  a  butter-powder 
formula,  and  would  apply  henceforth 
only  in  establishing  the  Class  I  price.  A 
change  has  been  made  in  the  listing  of 
condenseries  in  the  order  to  delete  refer¬ 
ences  to  plants  which  have  been  closed 
and  are  no  longer  included  in  the  price 
series. 

Class  II  milk  under  the  order  is  limited 
to  skim  milk  and  butterfat  used  to  pro¬ 
duce  cottage  cheese.  Skim  milk  and 
butterfat  used  to  produce  other  manu¬ 
factured  dairy  products  are  classified  in 
Class  m.  Handlers  proposed  that  the 
Class  II  price  be  the  same  as  the  Class 
in  price,  which  is  the  average  of  the 
Midwest  condensery  prices  used  in  de¬ 
termining  the  basic  formula  price. 

The  Class  II  pricing  now  in  the  order 
became  effective  April  1,  1957.  South 
Bend  and  several  other  municipalities  in 
the  marketing  area  had  adopted  ordi¬ 
nances  requiring  that  skim  milk  and  but¬ 
terfat  used  to  produce  cottage  cheese  be 
from  Grade  A  milk.  Since  that  time  the 
principal  distributors  of  cottage  cheese 
in  the  marketing  area  have  been  fully 
regulated  handlers  under  the  order.  Be¬ 
ginning  March  1,  1961,  a  handler  who 
distributes  a  substantial  proportion  of 
the  cottage  cheese  sold  in  the  marketing 
area  will  be  regulated  under  the  Indian¬ 
apolis  order  instead  of  the  South  Bend- 
La  Porte-Elkhart  order.  This  is  because 
he  has  more  Class  I  distribution  in  the 
Indianapolis  marketing  area  than  in  the 
South  Bend-La  Porte-Elkhart  marketing 
area. 

During  1960  the  Class  II  price  under 
the  South  Bend-La  Porte-Elkhart  order 
averaged  $3.72  and  the  Class  HI  price 
$3.15  for  milk  containing  3.5  percent 
butterfat.  The  Class  II  and  Class  III 
butterfat  differentials  are  12.5  percent 
of  the  Chicago  93-score  and  12.0  percent 
of  the  Chicago  92-score  butter  prices, 
respectively.  The  Class  II  classification 
under  Indianapolis  includes  milk  used  to 
produce  all  manufactured  dairy  products 
(including  cottage  cheese)  and  the  pric¬ 


ing  of  that  milk  is  closely  related  to  the 
Class  in  price  under  the  South  Bend 
order.  For  1960,  the  Indianapolis  order 
Class  II  price  formula  averaged  $3.16  for 
milk  containing  3.5  percent  butterfat 
with  a  butterfat  differential  of  11,3  per¬ 
cent  of  the  Chicago  92 -score  butter  price 
Although  the  announced  South  Bend- 
LaPorte-Elkhart  Class  H  price  is  on  a 
3.5  percent  butterfat  basis,  the  propor¬ 
tion  of  butterfat  used  in  the  manufac¬ 
ture  of  cottage  cheese  is  considerably 
below  3.5  percent.  The  butterfat  content 
of  the  1.46  million  pounds  of  producer 
milk  used  in  cottage  cheese  in  1960  was 
1.11  percent. 

The  Class  n  price  for  cottage  cheese 
should  be  aligned  with  such  prices  in 
other  nearby  markets  functioning  as  al¬ 
ternative  supply  sources  for  cottage 
cheese  sold  in  this  market.  To  maintain 
the  present  Class  II  pricing  would  likely 
deter  handlers  under  the  South  Bend- 
LaPorte-Elkhart  order  from  purchasing 
local  producer  milk  for  use  in  cottage 
cheese  sales.  Fixing  the  Class  H  price 
so  that  milk  is  priced  the  same  as  milk 
used  in  cottage  cheese  under  the  Indi¬ 
anapolis  order  should  minimize  any 
threat  to  the  discontinuance  of  local 
producer  milk  use  in  cottage  cheese  under 
this  order.  Such  price  would  provide 
for  equitable  treatment  to  handlers 
under  this  order. 

There  is  no  justification  to  continue 
the  Class  II  butterfat  differential  at  a 
higher  level  than  that  now  provided  for 
Class  II  \mder  the  Indianapolis  order. 
Providing  for  a  Class  II  butterfat  (Mer- 
ential  which  is  the  Chicago  92-score  but¬ 
ter  price  times  .113  will  recognize  the 
relatively  small  percentage  of  butterfat 
used  in  cottage  cheese  in  this  market 
and  the  higher  proportion  of  value  at¬ 
tributable  to  skim  milk  used  in  the  pro¬ 
duction  of  cottage  cheese.  With  too  high 
a  butterfat  differential,  producers  would 
not  receive  their  appropriate  share  of 
the  Class  n  sales  value  represented  by 
the  skim  milk  portion  of  cottage  cheese. 

Some  cottage  cheese  from  Chicago 
order  plants  is  distributed  in  the  market¬ 
ing  area.  Skim  milk  and  butterfat  used 
to  produce  this  cottage  cheese  is  priced 
at  Class  II  under  the  Chicago  order, 
which  averaged  $3.45  per  hundredweight 
of  3.5  percent  milk  in  1960.  The  value 
of  the  skim  milk  proportion  of  this  price 
was  computed  at  37  cents  per  hundred¬ 
weight,  It  was  not  shown,  however,  that 
skim  milk  at  this  price  was  available  to 
handlers  marketing  cottage  cheese  in 
the  South  Bend-LaPorte-Elkhart  mar¬ 
keting  area.  Neither  was  it  shown  that 
significant  quantities  of  cottage  cheese 
are  sold  in  the  marketing  area  from 
Chicago  order  plants  or  that  handlers 
under  the  South  Bend-LaPorte-Elkhart 
order  are  suffering  competitively  from 
cottage  cheese  emanating  from  such 
plants. 

Rulings  on  proposed  findings  and  con¬ 
clusions.  No  briefs  or  proposed  findings 
and  conclusions  were  filed  by  interested 
parties. 

General  findings.  The  findings  and 
determinations  hereinafter  set  forth  are 
supplementary  and  in  addition  to  the 
findings  and  determinations  previously 
made  in  connection  with  the  issuance  of 
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the  aforesaid  order  and  of  the  previously  Order  '  Amending  the  Order  Regulating 
•ssued  amendments  thereto;  and  all  of  the  Handling  of  Milk  in  the  South 
previous  findings  and  determina-  Bend-La  Porte-Elkhart,  Indiana,  Mar¬ 
cus  are  hereby  ratified  and  affirmed,  keting  Area 

except  insofar  as  such  findii^s  and  de-  g  9^,7  q  Findings  and  determinations. 
Lrminations  may  be  in  conflict  with  the 

Snes  and  determinations  set  forth  The  findings  and  determinations  here- 
P*  inafter  set  forth  are  supplementary  and 

ra)  The  tentative  marketing  agree-  in  addition  to  the  findings  and  deter- 
mpnt  and  the  order,  as  hereby  proposed  minations  previously  made  in  connection 
S  be  amended,  and  all  of  the  terms  and  with  the  issuance  of  the  aforesaid  order 
m,Sitions  thereof,  will  tend  to  effectuate  and  of  the  previously  issued  amendments 
fhe  declared  policy  of  the  Act;  thereto;  and  all  of  said  previous  findings 

(h)  The  parity  prices  of  milk  as  de-  and  determinations  are  hereby  ratified 
tPrmined  pursuant  to  section  2  of  the  and  affirmed,  except  insofar  as  such  find- 
Act  are  not  reasonable  in  view  of  the  mgs  and  determinations  may  be  in  con- 
Drice  of  feeds,  available  supplies  of  feeds,  ^'ct  with  the  findings  and  determinations 
and  other  economic  conditions  which  herein.  ^ 

Sect  market  supply  and  demand  for  ,  Fi7idings  upon  the  basis  of  the 
S  in  the  marketing  area,  and  the  hearing  record.  Pursuant  to  the  provi- 
Smum  prices  specified  in  the  pro-  /he  Agricultural  Marketing 

agreement  and  the  rse°a)‘“Jd'‘thnSfeawI 

Srder,  as  hereby  proposed  to  be  amended.  et 

are  such  prices  as  will  reflect  the  afore-  fmes  01  practice  ana  proceaure  govern 
are  suwi  H  ^  rng  the  formulation  of  marketing  agree- 

.Md  factors,  imure  a  sufficient  wantity  ^  ^  marketing  orders  (7  CPR  Part 

'  900),  a  public  hearing  was  held  upon 

o.vs.  Certain  proposcd  amendments  to  the  tcn- 
(c)  The  tentative  mai  keting  agiee-  Native  markptinff  aereempnt  and  to  thp 
ment  and  the  order,  as  hereby  proposed  ord Jr  r?gifiatin?thf hS 
to  be  amended,  will  regjjilate  the  han-  Bend-La  Porte-Elkhart,  Indi- 

!ii  marketing  area.  Upon  the  basis  of 

and  the  evidence  introduced  at  such  hearing 

the  respective  cl^es  of  industrial  ai^^  record  thereof,  it  is  found  that ; 

(1)  The  said  order  as  hereby  amendec 
keti^  agreement  upon  which  a  heaiing  terms  and  condition 

nftS  D66n  1161CI*  Yirill  fon/l  nof  a  He 


Rulings  on  exceptions.  The  only  ex¬ 
ception  received  approved  the  findings 
of  the  recommended  decision. 

Marketing  agreement  and  order.  An¬ 
nexed  hereto  and  made  a  part  hereof 
are  two  documents  entitled  respectively, 
“Marketing  Agreement  Regulating  the 
Handling  of  Milk  in  the  South  Bend- 
LaPorte-Elkhart,  Indiana,  Marketing 
Area”,  and  “Order  Amending  the  Order 
Regulating  the  Handling  of  Milk  in  the 
South  Bend-LaPorte-Elkhart,  Indiana, 
Marketing  Area”,  which  have  been  de¬ 
cided  upon  as  the  detailed  and  appro¬ 
priate  means  of  effectuating  the  fore¬ 
going  conclusions. 

It  is  hereby  ordered.  That  all  of  this 
decision,  except  the  attached  marketing 
agreement,  be  published  in  the  Federal 
Register.  The  regulatory  provisions  of 
said  marketing  agreement  are  identical 
with  those  contained  in  the  order  as 
hereby  proposed  to  be  amended  by  the 
attached  order  which  will  be  published 
with  this  decision. 

Determination  of  representative  pe¬ 
riod.  The  month  of  February  1961,  is 
hereby  determined  to  be  the  represent¬ 
ative  period  for  the  purpose  of  ascer¬ 
taining  whether  the  issuance  of  the 
attached  order  amending  the  order  regu¬ 
lating  the  handling  of  milk  in  the  South 
Bend-La  Porte-Elkhart,  Indiana,  mar¬ 
keting  area,  is  approved  or  favored  by 
producers,  as  defined  imder  the  terms  of 
the  order  as  hereby  proposed  to  be 
amended,  and  who,  during  such  repre¬ 
sentative  period,  were  engaged  in  the 
production  of  milk  for  sale  within  the 
aforesaid  marketing  area. 

Issued  at  Washington,  D.C.,  May  8, 
1961. 


L 


Orville  L.  Freeman, 
Secretary. 


( 1 )  The  said  order  as  hereby  amended, 
and  all  of  the  terms  and  conditions 
thereof,  will  tend  to  effectuate  the  de¬ 
clared  policy  of  the  Act; 

(2)  The  parity  prices  of  milk,  as  deter¬ 
mined  pursuant  to  section  2  of  the  Act, 
are  not  reasonable  in  view  of  the  price 
of  feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  and  demand  for  milk  in 
the  said  marketing  area,  and  the  mini¬ 
mum  prices  specified  in  the  order  as 
hereby  amended,  are  such  prices  as  will 
reflect  the  aforesaid  factors,  insure  a  suf¬ 
ficient  quantity  of  pure  and  wholesome 
milk,  and  be  in  the  public  interest; 

(3)  The  said  order  as  hereby  amended, 
regulates  the  handling  of  milk  in  the 
same  manner  as,  and  is  applicable  only 
to  persons  in  the  respective  classes  of 
industrial  or  commercial  activity  speci¬ 
fied  in,  a  marketing  agreement  upon 
which  a  hearing  has  been  held. 

Order  relative  to  handling^  It  is  there¬ 
fore  ordered,  that  on  and  after  the  effec¬ 
tive  date  hereof,  the  handling  of  milk 
in  the  South  Bend-La  Porte-Elkhart, 
Indiana,  marketing  area  shall  be  in  con¬ 
formity  to  and  in  compliance  with  the 
terms  and  conditions  of  the  aforesaid 
order,  as  amended,  and  as  hereby  further 
amended  as  follows: 

1.  Replace  Chat  part  of  §  967.51  pre¬ 
ceding  paragraph  (b)  with  the  fol¬ 
lowing  : 

§  967.51  Basic  formula  price. 

The  basic  formula  price  to  be  used  in 
determining  the  price  of  Class  I  milk 
shall  be  the  higher  of  the  prices  for  the 
immediately  preceding  month  computed 
as  follows: 

1  This  order  shall  not  become  effective  un¬ 
less  and  until  the  reqiilrements  of  §  900.14  of 
the  rules  of  practice  and  procedure  governing 
proceedings  to  formulate  marketing  agree¬ 
ments  and  marketing  orders  have  been  met. 


(a)  The  average  of  the  basic  or  field 
prices  reported  to  have  been  paid,  or  to 
be  paid,  per  hundredweight  for  milk  of 
3.5  percent  butterfat  content  received 
from  farmers  during  the  month  at  the 
following  plants  or  places  for  which 
prices  have  been  reported  to  the  market 
administrator  or  to  the  Department: 
Present  Operator  and  Location 

Borden  Ck).,  New  London,  Wis. 

Borden  Co.,  Orfordvllle,  Wis. 

Carnation  Co.,  Richland  Center,  Wis. 

Pet  Milk  Co.,  Belleville,  Wis. 

Pet  Milk  Co.,  Coopersvllle,  Mich. 

Pet  Milk  Co.,  New  Glarus,  Wis. 

Pet  Milk  Co.,  Wayland,  Mich. 

White  House  Milk  Co.,  Manitowoc,  Wis. 
White  House  Milk  Co.,  West  Bend,  Wis. 

2.  Replace  §  967.54  with  the  following: 

§  967.54  Class  II  price. 

The  price  for  Class  II  milk  of  3.5  per¬ 
cent  butterfat  content  shall  be  the  higher 
of  the  prices,  rounded  to  the  nearest 
cent: 

(a)  Computed  pursuant  to  §  967.51 
(a) ;  ot* 

(b)  The  sum  of  the  amounts  computed 
pursuant  to  subparagraphs  (1)  and  (2) 
of  this  paragraph. 

(1)  Multiply  the  simple  average  of 
the  daily  wholesale  selling  prices,  as 
computed  by  the  market  administrator, 
(using  the  midpoint  of  any  price  range 
as  one  price)  per  pounds  of  Grade  A 
(92-score)  bulk  creamery  butter  at 
Chicago,  as  reported  by  the  Department 
for  the  month  by  4.2. 

(2)  From  the  arithmetical  average  of 
the  weighted  averages  of  carlot  prices 
per  pound  of  spray  and  roller  process 
nonfat  dry  milk  for  human  consumption, 
f.o.b.  manufacturing  plants  in  the  Chi¬ 
cago  area,  as  published  for  the  period 
from  the  26th  day  of  the  preceding 
month  through  the  25th  day  of  the  cur¬ 
rent  month  by  the  Department,  deduct 
5.5  cents  and  multiply  by  8.2. 

3.  Replace  §  967.57  (b)  and  (c)  with 
the?  following : 

(b)  Class  II  milk.  Multiply  by  .113 
the  simple  average  of  the  daily  wholesale 
selling  prices  (using  the  midpoint  of 
any  price  range  as  one  price)  per  pound 
of  Grade  A  (92-score)  bulk  creamery 
butter  at  Chicago,  as  reported  by  the 
Department  for  the  month,  and  round  to 
the  nearest  tenth  of  a  cent. 

(c)  Class  III  milk.  Multiply  by  .12 
the  simple  average  of  the  daily  wholesale 

-  selling  prices  (using  the  midpoint  of  any 
price  range  as  one  price)  per  pound 
■  of  Grade  A  (92 -score)  bulk  creamery 
I  butter  at  Chicago,  as  reported  by  the 
Department  for  the  month,  and  round 
to  the  nearest  tenth  of  a  cent. 

’  [P.R.  Doc.  61-4384;  Piled,  May  11.  1961; 

8:43  a.m.] 


[  7  CFR  Part  991  1 

[Docket  No.  AO-194-A6] 

MILK  IN  ROCKFORD-FREEPORT,  ILL., 
MARKETING  AREA 

Notice  of  Hearing  on  Proposed 
Amendments  to  Tentative  Market¬ 
ing  Agreement  and  Order 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
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1937,  as  amended  (7  U.S.C.  601  et  seq.) , 
and  the  applicable  rules  of  practice  and 
procedure  governing  the  formulation  of 
marketing  agreements  and  marketing 
orders  (7  CFR  Part  900) ,  notice  is  hereby 
given  of  a  public  hearing  to  be  held  at 
the  Faust  Hotel,  618  Blast  State  Street, 
Rockford,  Illinois,  beginning  at  10:00 
a.m.,  local  time,  on  June  6, 1961,  with  re¬ 
spect  to  proposed  amendments  to  the 
tentative  marketing  agreement  and  to 
the  order,  regulating  the  handling  of 
milk  in  the  Rockford-Preeport,  Illinois, 
marketing  area. 

The  public  hearing  is  for  the  purpose 
of  receiving  evidence  with  respect  to  the 
economic  and  marketing  conditions 
which  relate  to  the  proposed  amend¬ 
ments,  hereinafter  set  forth,  and  any 
appropriate  modifications  thereof,  to  the 
tentative  marketing  agreement  and  to 
the  order. 

The  proposal  relative  to  a  redefinition 
of  the  marketing  area  raises  the  issue 
whether  the  provisions  of  the  present 
order  would  tend  to  effectuate  the  de¬ 
clared  policy  of  the  Act,  if  they  are 
applied  to  the  marketing  area  as  pro¬ 
posed  to  be  redefined  and,  if  not,  what 
modifications  of  the  provisions  of  the 
order  would  be  appropriate. 

The  proposed  amendments,  set  forth 
below,  have  not  received  the  approval  of 
the  Secretary  of  Agriculture. 

Proposed  by  the  Mid-West  Dairsmaan’s 
Company  and  Pure  Milk  Association: 

Proposal  No.  1.  Proposed  order  rela¬ 
tive  to  handling  of  milk  in  the  Rockford- 
Preeport  -  Janesville  -  Beloit  -  Sterling  - 
Rock  Falls  marketing  area: 

Definitions 

§  991.1  Act. 

“Act”  means  Public  Act  No.  10,  73d 
Congress,  as  amended,  and  as  reenacted 
and  amended  by  the  Agricultural  Mar¬ 
keting  Agreement  Act  of  1937,  as 
amended  (7  U.S.C.  601  et  seq.). 

§  991.2  Secretary. 

“Secretary”  means  the  Secretary  of 
Agriculture  or  any  other  officer  or  em¬ 
ployee  of  the  United  States  authorized 
to  exercise  the  powers  and  to  perform  the 
duties  of  the  Secretary  of  Agriculture. 

§  991.3  Department. 

“Department”  means  the  United  States 
Department  of  Agriculture. 

§  991.4  Person. 

“Person”  means  any  individual,  part¬ 
nership,  corporation,  association,  or  any 
other  business  unit. 

§  991.5  Cooperative  association. 

“Cooperative  association”  means  any 
cooperative  marketing  association  which 
the  Secretary  determines  after  applica¬ 
tion  by  the  association: 

(a)  To  be  qualified  pursuant  to  the 
provisions  of  the  act  of  Congress  of  Feb¬ 
ruary  18,  1922,  as  amended,  known  as 
the  “Capper- Volstead  Act” ;  and 

(b)  To  have  full  authority  in  the  sale 
of  milk  of  its  members  and  to  be  engaged 
in  making  collective  sales  or  marketing 
milk  or  its  products  for  its  members. 
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§  991.6  Rockford -Free port- Janesville- 
Beloit-Sterling-Dixon-Rock  Falls 
Marketing  Area. 

“Rockford-Freeport-Janesville-Beloit- 
Sterling-Dixon-Rock  Falls  Marketing 
Area”  hereinafter  called  the  “market¬ 
ing  area”  means  all  the  territory  geo¬ 
graphically  located  within  the  perimeter 
boundaries  which  include  the  counties 
of  Rock  in  Wisconsin;  Boone,  Winne¬ 
bago,  Stephenson,  Carroll,  Ogle,  De  Kalb, 
Lee  and  all  of  Jo  Daviess  County  except 
the  city  of  East  Dubuque ;  and  the  town¬ 
ships  of  Jordan,  Sterling,  Caloma,  Mont 
Morency,  Hohnoman,  Tampico,  Hume 
and  Hopkins  in  Whiteside  County;  all  in 
the  State  of  Illinois. 

§  991.7  Route. 

“Route”  means  a  delivery  (including 
disposition  from  a  plant  store)  of  milk, 
skim  milk,  buttermilk,  flavored  milk,  or 
fiavored  milk  drink  in  fluid  form  to  a 
wholesale  or  retail  stop(s)  other  than 
to  a  milk  processing  or  distributing 
plant  (s). 

§  991.8  Approved  plant. 

“Approved  plant”  means  a  milk  proc¬ 
essing  or  distributing  plant  approved  by 
the  appropriate  authorities  for  the  dis¬ 
tribution  of  Grade  A  milk  under  the 
milk  ordinance  of  any  municipality  in 
the  marketing  area  or  under  the  Grade 
A  milk  and  Grade  A  milk  products  laws 
of  the  States  of  Illinois  and  Wisconsin, 
and  from  which  a  route  is  operated 
wholly  or  partially  within  the  marketing 
area.  The  term  “approved  plant”  does 
not  include  any  portions  of  the  plant  or 
facilities  used  for  processing  milk  or  any 
milk  product  required  by  the  appropriate 
health  authorities  to  be  kept  physically 
separate  from  that  portion  of  the  plant 
facilities  used  for  receiving,  processing, 
or  packaging  milk  or  milk  products  to 
be  labeled  Grade  A. 

§  991.9  Pool  plant. 

“Pool  plant”,  subject  to  §  991.61 
means: 

(a)  Any  approved  plant  except  the 
plant  of  a  producer-handler  in  which 
milk  is  processed  or  packaged  and  from 
which  not  less  than  25  percent  of  the 
total  disposition  of  Class  I  milk  there¬ 
from  during  the  month  is  made  within 
the  marketing  area  on  routes:  Provided, 
That  the  total  quantity  of  Class  I  milk 
disposed  of  from  such  plant  is  not  less 
than  50  percent  of  such  plant’s  total 
receipts  for  such  month  of  skim  milk 
and  butterfat  eligible  for  sale  in  fluid 
form  as  Grade  A  milk  within  the  mar¬ 
keting  area; 

(b)  Any  plant,  other  than  a  pool  plant 
meeting  the  conditions  of  paragraph  (a) 
of  this  section,  from  which  not  less  than 
50  percent  of  its  receipts  during  the 
month  of  milk  from  dairy  farmers  meet¬ 
ing  the  conditions  described  in  §  991.13 
is  shipped  in  fluid  form  as  milk  to  other 
pool  plants:  Provided,  That  if  such  per¬ 
formance  requirements  are  met  during 
each  of  the  months  of  August,  Septem¬ 
ber,  October,  November,  December,  and 
January,  inclusive,  such  plant  shall  be 
a  pool  plant  during  each  of  the  months 


of  April  through  July,  inclusive,  next 
following,  unless  the  handler’s  \mtten 
request  for  nonpool  plant  status  is  sub¬ 
mitted  to  the  market  administrator  by 
the  last  day  of  any  month,  in  which  case 
nonpool  status  shall  begin  with  the  next 
month  and  subsequent  renewal  of  pool 
status  shall  be  achieved  in  the 
of  a  plant  so  qualifying  for  the  first 
time. 

§991.10  Nonpool  plant. 

“Nonpool  plant”  means  any  milk  re¬ 
ceiving,  manufacturing,  processing,  or 
bottling  plant  other  than  a  pool  plant. 

§  991.11  Handler. 

“Handler”  means: 

(a)  Any  person  in  his  capacity  as  the 
operator  of  a  pool  plant  or  of  any  other 
plant  from  which  a  route  is  operated 
within  the  marketing  area;  and 

(b)  Any  cooperative  association  with 
respect  to  milk  diverted  by  it  in  accord¬ 
ance  with  the  conditions  set  forth  in 
§  991.13(c). 

(c)  Any  cooperative  association  with 
respect  to  milk  of  its  members  which  is 
delivered  from  the  farm  to  the  pool  plant 
of  another  handler  in  a  tank  truck  owned 
and  operated  by  or  under  contract  to 
such  cooperative  association,  if  the  co¬ 
operative  association,  prior  to  delivery, 
notifies  in  writing  the  market  adminis-  ■ 
trator  and  the  handler  to  whose  plant 
the  milk  is  delivered,  that  it  will  be  the 
handler  for  the  milk  so  delivered,  such 
milk,  shall  be  deemed  to  have  been  re¬ 
ceived  by  the  cooperative  association  at 

a  pool  plant  at  the  location  of  the  pool 
plant  to  which  delivered. 

§  991.12  Dairy  farmer. 

“Dairy  farmer”  means  any  person  who 
produces  milk  which  is  delivered  in  bulk 
(tank  or  cans)  to  a  plant. 

§  991.13  Producer. 

“Producer”  means  any  dairy  farmer, 
except  a  producer-handler,  who  produces 
milk  approved  by  a  duly  constituted 
health  authority  for  the  production  of 
milk  for  fluid  disposition,  which  milk  is 
qualified  for  labeling  and  disposition  as 
Grade  A  milk  and  is  handled  under  any 
of  the  following  conditions: 

(a)  Received  at  a  pool  plant  directly 
from  the  farm; 

(b)  Diverted  for  the  account  of  the 
operator  of  a  pool  plant  to  another  pool 
plant;  or 

(c)  Diverted  from  a  pool  plant  to  a 
nonpool  plant  for  the  accoimt  of  the 
operator  of  a  pool  plant  or  a  cooperative 
association:  Provided,  That  for  each  of 
the  months  of  August  through  January  ^ 
diversion  of  the  milk  of  any  such  per¬ 
son  shall  be  limited  to  14  days,  (7  days 

in  the  case  of  every-other-day  delivery) 
during  such  month:  And  provided  fur¬ 
ther,  That  milk  diverted  to  another  pod 
plant  or  to  a  nonpool  plant  under  the 
conditions  of  this  paragraph  shall  be 
deemed  (except  for  the  purpose  of 
§  991.42)  to  have  been  received  by  the 
diverting  handler  at  the  location  of  the 
pool  plant  at  which  his  milk  was  last 
received  immediately  prior  to  diversion; 
Provided  further.  That  if  the  milk  of  a 
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roducer  is  diverted  on  more  than  the 
Lys  specified  in  the  provisions  above, 
such  milif  should  not  be  considered  as 
roducer  milk  for  such  days  of  diversion 
Si  excess  of  14  (7  in  the  case  of  every- 
other-day  delivery). 

§  991.14  Producer  milk. 

‘‘Producer  milk”  or  “milk  received 
from  producers”  means  skim  milk  and 
butterfat  contained  in  milk  of  pro¬ 
ducers  received  by  a  handler  under  the 
conditions  of  §  991.13, 

§991.15  Other  source  milk. 

“Other  source  milk”  means  all  skim 
milk  and  butterfat  contained  in  or  rep¬ 
resented  by: 

(a)  Receipts  during  the  month  of 
milk  and  niilk  products  in  any  of  the 
forms  specified  in  §  991.41(a)  (1)  and 
(2)  except  (1)  such  milk  and  milk 
products  received  from  pool  plants,  (2) 
producer  milk,  and  (3)  inventory  of  such 
milk  and  milk  products  at  the  begin¬ 
ning  of  the  month;  and 

(b)  Products  other  than  those  speci¬ 
fied  in  §  991.41(a)  (1)  and  (2)  from  any 
source  (including  those  produced  at  a 
plant)  which  are  repackaged,  re¬ 
processed  or  converted  to  another  prod¬ 
uct  in  the  plant  or  for  which  other  utili¬ 
zation  or  disposition  is  not  established, 

§991.16  Producer-handler. 

“Producer-handler”  means  any  person 
who  processes  and  packages  milk  from 
his  own  farm  production  who  distributes 
some  portion  of  such  milk  in  the  market¬ 
ing  area  on  a  route(s) ,  and  who  received 
no  milk  from  other  dairy  farmers  or 
from  nonpool  plants:  Provided,  That 
such  person  provides  proof  satisfactory 
to  the  market  administrator  that  (a) 
the  care  and  management  of  all  the 
dairy  animals  and  other  resources  nec¬ 
essary  to  produce  the  entire  amount  of 
fluid  milk  handled  (excluding  transfers 
from  pool  plants)  is  the  personal  risk  of 
such  person,  and  (b)  the  operation  of 
the  processing  and  distributing  business 
is  the  personal  enterprise  of  and  at  the 
personal  risk  of  such  person. 

§  991.17  Base,  base  milk  and  excess 
milk. 

(a)  “Base”  means  a  quantity  of  milk 
expressed  in  poimds  per  day  computed 
pursuant  to  §  991.63. 

(b)  “Base  milk”  means  a  quantity  of 
producer  milk  received  by  a  handler 
during  each  month  of  February  through 
January,  which  is  not  in  excess  of  such 
producer’s  base  multiplied  by  the  num¬ 
ber  of  days  on  which  such  milk  was 
produced. 

(c)  “Excess  milk”  means  producer 
milk  received  by  a  handler  during  each 
month  of  February  through  January 
which  is  in  excess  of  base  milk  received 
from  such  producer. 

Market  Administrator 
§991.20  Designation. 

The  agency  for  the  administration  of 
this  subpart  shall  be  a  market  adminis¬ 
trator,  selected  by  the  Secretary,  who 
shall  be  entitled  to  such  compensation 
as  may  be  determined  by,  and  shall  be 
subject  to  removal  at  the  discretion  of 
the  Secretary. 


§  991.21  Powers. 

'The  market  administrator  shall  have 
the  following  powers  with  respect  to  this 
subpart. 

(a)  To  administer  its  terms  and  pro¬ 
visions  ; 

(b)  To  receive,  investigate  and  report 
to  the  Secretary  complaints  of  viola¬ 
tions  ; 

(c)  To  make  rules  and  regulations  to 
effectuate  its  terms  and  provisions;  and 

(d)  To  recommend  amendments  to 
the  Secretary. 

§  991.22  Duties.  ' 

The  market  administrator  shall  per¬ 
form  all  duties  necessary  to  administer 
the  terms  and  provisions  of  this  subpart, 
including,  but  not  limited  to,  the  follow¬ 
ing: 

(a)  Within  30  days  following  the  dp.te 
on  which  he  enters  upon  his  duties,  or 
such  lesser  period  as  may  be  prescribed 
by  the  Secretary,  execute  and  deliver  to 
the  Secretary  a  bond,  effective  as  of  the 
date  on  which  he  enters  upon  such 
duties  and  conditioned  upon  the  faithful 
performance  of  his  duties,  in  an  amount 
and  with  surety  thereon  satisfactory  to 
the  Secretary ; 

(b)  Employ  and  fix  the  compensation 
of  such  persons  as  may  be  necessary  to 
enable  him  to  administer  its  terms  and 
provisions ; 

(c)  Obtain  a  bond  in  a  reasonable 
amount  and  with  reasonable  surety 
thereon  covering  each  employee  who 
handles  funds  entrusted  to  the  market 
administrator;  . 

(d)  Pay  out  of  the  funds  provided  by 
§  991.85: 

(1)  The  cost  of  his  bond  and  of  the 
bonds  of  his  employees ; 

( 2 )  His  own  compensation ;  and 

(3)  All  other  expenses,  except  those 
incurred  under  §  991.86,  necessarily  in¬ 
curred  by  him  in  the  maintenance  and 
functioning  of  his  office  and  in  the  per¬ 
formance  of  his  duties ; 

(e)  Keep  such  books  and  records  as 
will  clearly  reflect  the  transactions  pro¬ 
vided  for  in  this  subpart,  and,  upon  re¬ 
quest  by  the  Secretary,  surrender  the 
same  to  such  other  person  as  the  Secre¬ 
tary  may  designate; 

(f)  Publicly  announce,  unless  other¬ 
wise  directed  by  the  Secretary,  by  post¬ 
ing  in  a  conspicuous  place  in  his  office 
and  by  such  other  means  as  he  deems 
appropriate,  the  name  of  any  person  who  - 
within  10  days  after  the  day  upon  which 
he  is  required  to  perform  such  act,  has 
not  (1)  made  reports  pursuant  to 
§§  991.30,  991.31  or  §  991.32,  (2)  main¬ 
tained  adequate  records  and  facilities 
pursuant  to  §  991.33,  or  (3)  made  the 
payments  required  under  §§  991.80, 
991.81,  991.83,  991.85  or  §  991.86; 

(g)  Submit  his  books  and  records  to 
examination  by  the  Secretary  and  fur¬ 
nish  such  information  and  reports  as 
may  be  requested  by  the  Secretary; 

(h)  On  or  before  the  10th  day  after 
the  end  of  each  month  report  to  each 
cooperative  association  which  so  re¬ 
quests  the  amount  and  class  utilization 
of  milk  caused  to  be  delivered  by  such 
cooperative  association,  either  directly 
or  from  producers  who  have  authorized 
such  cooperative  association  to  receive 
payments  for  them,  to  each  handler  to 


whom  the  cooperative  association  sells 
milk.  For  the  purpose  of  this  report 
the  milk  caused  to  be  so  delivered  by 
a  cooperative  association  shall  be  pro¬ 
rated  to  each  class  in  the  proportion 
that  the  total  receipts  of  milk  received 
from  producers  by  such  handler  were 
used  in  such  class; 

(i)  Audit  all  reports  and  payments 
by  each  handler  by  inspection  of  such 
handler’s  records  and  of  the  records  of 
any  handler  or  person  upon  whose  uti¬ 
lization  the  classification  of  skim  milk 
or  butterfat  for  such  handler  depends; 

(j)  On  or  before  the  date  specified, 
publicly  announce  by  posting  in  a  con¬ 
spicuous  place  in  his  office  and  by  such 
other  means  as  he  deems  appropriate, 
the  following  prices  f.o.b.  plant: 

(1)  The  5th  day  of  each  month,  the 
Class  I  price  on  a  3.5  percent  butterfat 
basis  and  butterfat  differential  for  the 
month;  and  the  Class  II  price  on  a  3.5 
percent  butterfat  basis  and  butterfat 
differential  for  the  preceding  month; 
and 

(2)  The  11th  day  of  each  month  the 
uniform  base  and  excess  price  on  a  3.5 
percent  butterfat  basis  and  the  producer 
butterfat  differential  for  the  preceding 
month ;  and 

(k)  Calculate  a  base  for  each  producer 
in  accordance  with  §  991.63  and  advise 
the  producer  and  the  handler  receiving 
the  milk  of  such  base. 

(l)  Prepare  and  disseminate  to  the 
public  such  statistics  and  information 
as  he  deems  advisable  and  as  do  not 
reveal  confidential  information. 

Reports,  Records  and  Facilities 

§  991.30  Monthly  reports  of  receipts 
and  utilization. 

On  or  before  the  8th  day  after  the  end 
of  each  month  each  handler,  except  a 
producer-handler,  shall  report  to  the 
market  administrator  in  the  detail  and 
on  forms  prescribed  by  the  market  ad¬ 
ministrator; 

(a)  The  quantities  of  butterfat  and 
quantities  of  skim  milk  contained  in  (or 
used  in  the  production  of)  all  receipts 
within  such  month  of  (1)  producer  milk 
(including  milk  diverted  under  the  con¬ 
ditions  of  §  991.13) ,  (2)  skim  milk  and 
butterfat  in  any  form  from  any  other 
handler,  and  (3)  other  source  milk,  and 
the  sources  thereof ; 

(b)  The  product  pounds  of  Class  I  and 
Class  II  milk  received  in  packaged  or  bot¬ 
tled  form  ready  for  delivery  to  consum¬ 
ers  from  handlers  imder  any  marketing 
agreement  or  order  issued  pursuant  to 
the  Act  for  any  other  fluid  milk  market¬ 
ing  area,  and  disposed  of  in  the  form  in 
which  received; 

(c)  The  product  pounds  of  non-fluid 
milk  products  received  from  any  non¬ 
handler  and  disposed  of  in  the  same 
form; 

(d)  The  utilization  of  all  receipts  re¬ 
quired  to  be  reported  under  paragraphs 
(a),  (b),  and  (c)  of  this  section;  and 

(e)  Such  other  information  with  re¬ 
spect  to  all  such  receipts  and  utilization 
as  the  market  administrator  may  pre¬ 
scribe. 

§991.31  Producer  payroll  reports. 

On  or  before  the  25th  day  after  the  end 
of  each  month  each  handler  shall  sub- 
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mit  to  the  market  administrator  such 
handler’s  producer  payroll  for  tiie  pre¬ 
ceding  month  which  shall  show  (a)  the 
total  pounds  of  base  and  excess  milk  re¬ 
ceived  from  each  producer  and  coopera¬ 
tive  association  and  the  total  pounds  of 
butterfat  contained  in  such  milk,  (b)  the 
amount  of  payment  to  each  producer 
and  cooperative  association  and  (c)  the 
nature  and  amount  of  all  deductions  and 
charges  involved  in  the  payments  re¬ 
ferred  to  in  paragraph  (b)  of  this  section. 

§  991.32  Reports  by  producer-handlers. 

Each  handler  shall  maintain  and  make 
available  to  the  market  administrator  or 
to  his  representative  during  the  usual 
hours  of  business,  such  accounts  and  rec¬ 
ords  of  his  operations  and  such  facilities 
as  are  necessary  for  the  market  adminis¬ 
trator  to  verify  or  to  establish  the  correct 
data  with  respect  to : 

(a)  The  receipts  and  utilization,  in 
whatever  form,  of  all  skim  milk  and  but¬ 
terfat  received,  including  milk  products 
received  and  disposed  of  in  the  same 
form; 

(b)  The  weights,  samples  and  tests  for 
butterfat  and  for  other  content  of  all 
skim  milk  and  butterfat  handled ; 

(c)  Pasonents  to  producers  and  co¬ 
operative  associations;  and 

(d)  The  pounds  of  skim  milk  and  but¬ 
terfat  contained  in  or  represented  by  all 
milk,  skim  milk,  cream  and  each  milk 
product  on  hand  at  the  beginning  and  at 
the  end  of  each  month. 

§  991.34  Retention  of  records. 

All  books  and  records  required  under 
this  subpart  to  be  made  available  to  the 
market  administrator  shall  be  retained 
by  the  handler  for  a  period  of  three  years 
to  begin  at  the  end  of  the  month  to 
which  such  books  and  records  pertain: 
Provided,  That  if,  within  such  three-year 
period,  the  market  administrator  notifies 
the  handler  in  writing  that  the  reten¬ 
tion  of  such  books  and  records,  or  of 
specified  books  and  records  is  necessary 
in  connection  with  a  proceeding  under 
section  8c  (15)  (A)  of  the  Act  or  a  court 
action  specified  in  such  notice  the  han¬ 
dler  shall  retain  such  books  and  records, 
or  specified  books  and  records,  until  fur¬ 
ther  written  notification  from  the  market 
administrator.  In  either  case  the  mar¬ 
ket  administrator  shall  give  further  writ¬ 
ten  notification  to  the  handler  promptly, 
upon  the  termination  of  the  litigation 
or  when  the  records  are  no  longer  neces¬ 
sary  in  connection  therewith. 

Classification 

§  991.40  Skim  milk  and  bullerfut  to  be 
classified. 

All  skim  milk  and  butterfat,  in  any 
form,  received  within  the  month  by  han¬ 
dler,  in  producer  milk,  in  other  source 
milk,  or  from  another  handler  shall  be 
classified  by  the  market  administrator 
pursuant  to  the  provisions  of  §§991.41 
through  991.46. 

§  991.41  Qass  of  utilization. 

Subject  to  the  conditions  set  forth  in 
§§  991.43  and  991.44  the  skim  milk  and 
butterfat  described  in  §  991.40  shall  be 
classified  separately  by  the  market  ad- 
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ministrator  on  the  basis  of  the  follow¬ 
ing  classes: 

(a)  Class  I  milk  shall  be  all  skim  milk 
(including  reconstituted  skim  milk)  and 
butterfat; 

(1)  Disposed  of  in  fiuid  form  as  milk, 
skim  milk,  buttermilk,  fiavored  milk, 
milk  drinks  (plain  or  fiavored),  cream 
(sweet  or  sour) ,  concentrated  milk,  forti¬ 
fied  milk  or  skim  milk,  reconstituted 
milk  or  skim  milk,  and  mixtures  of  milk, 
skim  milk  or  cream  (except  frozen  des¬ 
sert  mixes,  egg  nog,  aerated  cream,  and 
sterilized  products  in  hermetically  sealed 
metal  containers) ;  and 

(2)  Not  specifically  accounted  for  as 
any  item  included  under  subparagraph 

(1)  of  this  paragraph  or  as  Class  n  milk. 

(b)  Class  n  milk  shall  be  all  skim 
milk  and  butterfat: 

(1)  Used  to  produce  a  milk  product 
other  than  any  of  those  specified  in  para¬ 
graph  (a)(1)  of  this  section; 

(2)  In  inventory  on  hand  in  the  form 
of  products  designated  as  Class  I  milk 
in  paragraph  (a)  of  this  section  at  the 
end  of  the  month; 

(3)  Accounted  for  and  used  for  live¬ 
stock  feed; 

(4)  Dumped  (skim  milk  portion  only) 
with  the  prior  approval  of  the  market 
administrator; 

(5)  Actual  shrinkage  of  skim  milk  and 
butterfat  allocated  pursuant  to  §  991.42 

(b)  (2),  but  not  to  exceed  the  following; 
2  percent  of  the  skim  milk  and  butterfat, 
respectively,  received  from  producers, 
except  that  which  is  diverted  pursuant 
to  §  991.13,  plus  one  and  one-half  per¬ 
cent  of  skim  milk  and  butterfat,  respec¬ 
tively  received  from  pool  plants  of  other 
handlers  in  bulk  tank  lots  or  from  a  co¬ 
operative  association  which  is  the  han¬ 
dler  of  milk  pursuant  to  §  991.11(c) ,  less 
one  and  one-half  percent  of  skim  milk 
and  butterfat,  respectively,  disposed  of 
in  bulk  tank  lots  to  other  plants  ex¬ 
cluding  milk  diverted  pursuant  to 
§991.13;  and 

(6)  In  shrinkage  of  skim  milk  and 
butterfat,  respectively,  allocated  to  other 
source  milk  pursuant  to  §  991.42(b)  (1). 

§  991.42  Shrinkage. 

The  market  administrator  shall  al¬ 
locate  shrinkage  to  each  pool  plant  and 
to  a  cooperative  association  in  its  ca¬ 
pacity  as  a  handler  pursuant  to  §  991.11 

(c)  as  follows: 

(a)  Compute  the  total  shrinkage  of 
skim  milk  and  butterfat  for  each 
handler;  and 

(b)  Prorate  the  resulting  amounts  be¬ 
tween  (1)  skim  milk  and  butterfat  in 
other  source  milk  received  in  bulk  fiuid 
form,  and  (2)  skim  milk  and  butterfat 
in  producer  milk  (excluding  diverted 
milk)  and  in  bulk  fiuid  receipts  from 
other  pool  plants  and  from  cooperative 
associations  in  their  capacity  as  han¬ 
dlers  pursuant  to  §  991.11(c). 

§  991.43  Responsibility  of  handlers  and 
reclassification  of  milk. 

(a)  All  skim  milk  and  butterfat  shall 
be  Class  I  milk,  unless  the  handler  who 
first  receives  such  skim  milk  or  butterfat 
proves  to  the  market  administrator  that 
such  skim  milk  or  butterfat  should  be 
classified  otherwise. 


(b)  Any  skim  milk  or  butterfat  (ex- 
cept  that  transferred  to  a  producer" 
handler)  classified  in  one  class  shgn 
reclassified  if  used  or  reused  by  such 
handler  or  by  another  handler  in  an¬ 
other  class. 

§  991.44  Transfers. 

Skim  milk  and  butterfat  transferred 
or  diverted  in  bulk  form  as  any  item 
specified  in  §  991.41(a)  (1)  from  a  pool 
plant  or  by  a  cooperative  association  in 
its  capacity  as  a  handler  pursuant  to 
§  991.11  (b)  and  (c)  shall  be  classified  as 
follows: 

(a)  As  Class  I  milk  if  transferred  to 
a  pool  plant  unless: 

(1)  The  transferee  and  transferor- 
handlers  claim  Class  II  utilization  in 
their  reports  submitted  pursuant  to 
§  991.30; 

(2)  The  transferee  plant  has  utiliza¬ 
tion  in  Class  II  of  an  equivalent  amount 
of  skim  milk  and  butterfat,  respectively, 
after  the  subtractions  pursuant  to 
§  991.46(a)  (1),  (2),  (3),  and  (4)  and 
the  corresponding  subtractions  pursuant 
to  §  991.46(b):  Provided,  That  if  the 
transferor  plant  receives  other  source 
milk,  the  classification  of  the  skim  milk 
and  butterfat  transferred  results  in  the 
highest  valued  class  utilization  to  milk 
of  producers;  and 

(3)  In  the  case  of  transfers  by  a  co¬ 
operative  association,  the  milk  shall  be  i 
allocated  pro  rata  to  each  class  in  the  i 
proportion  remaining  after  the  computa¬ 
tions  pui-suant  to  §  991.46(a)  (6)  and  the  I 
corresponding  step  of  (b) . 

(b)  As  Class  I  milk  if  moved  to  the 

plant  of  a  producer-handler.  ' 

(c)  As  Class  I  milk  if  moved  to  a  non¬ 
pool  plant  which  is  not  the  plant  of  a 
producer-handler  unless: 

(1)  The  transferee  plant  is  located 
less  than  150  miles  from  the  main  UjB. 
post  office  in  either  Galena,  Belvidere, 
Sandwich  or  Sterling,  Illinois;  or  Janes¬ 
ville,  Wisconsin. 

(2)  The  transferor-handler  claims 
classification  of  such  skim  milk  and  but¬ 
terfat  in  Class  n  in  his  report  submitted 
pursuant  to  §  991.30;  and 

(3)  The  operator  of  the  transferee 
plant  maintains  books  and  records  show¬ 
ing  the  utilization  of  skim  milk  and  but¬ 
terfat  at  such  plant,  which  are  made 
available  if  requested  by  the  market  ad¬ 
ministrator  for  the  purpose  of  verifi¬ 
cation. 

(d)  As  Class  I  if  moved  to  a  nonpool 
plant  to  the  extent  of  the  pro  rata  quan¬ 
tity  of  skim  milk  and  butterfat  pursuant 
to  the  following  computations  if  the  skim 
milk  and  butterfat,  respectively,  is  not 
classified  as  Class  I  milk  pursuant  to 
paragraph  (c)  of  this  section; 

( 1 )  From  the  total  skim  milk  and  but¬ 
terfat,  respectively,  disposed  of  from  such 
nonpool  plant  and  classified  as  Class  I 
milk  pursuant  to  the  classification  pro¬ 
visions  of  this  part  applied  to  such  non¬ 
pool  plant,  subtract  the  skim  milk  and 
butterfat  received  at  such  plant  directly 
from  dairy  farmers  who  are  approved  to 
supply  Grade  A  milk  and  who  the  market 
administrator  determines  constitutes  the 
regular  source  of  supply  for  such  non¬ 
pool  plant; 
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(2)  From  the  remaining  amount  of 
milk  and  butterfat,  respectively, 

edified  as  Class  I  milk  at  such  nonpool 
nlant  subtract  any  Class  I  milk  received 

consumer-type  packages  from  a  plant 
fully  regulated  by  this  or  another  Fed¬ 
eral  order  issued  pursuant  to  the  Act; 

(3)  Prorate  the  remaining  Class  I  milk 
to  bulk  receipts  at  the  nonpool  plant 
which  are  fully  subject  to  the  classifica¬ 
tion  and  pricing  provisions  of  this  and 
nthpr  Federal  milk  orders  issued  pur¬ 
suant  to  the  Act;  and 

(4)  The  quantity  of  such  Class  I  pro¬ 
rated  to  receipts  from  pool  plant  subject 
to  this  part  shall  be  further  prorated  to 
such  plants  in  accordance  with  the  quan¬ 
tities  claimed  to  be  moved  to  such  non¬ 
pool  plant  as  Class  II  milk. 

§991.45  Computation  of  ^kiill  milk, 
and  butterfat  in  each  clus»i. 

For  each  month  the  market  adminis¬ 
trator  shall  correct  for  mathematical 
and  other  obvious  errors  the  reports  sub¬ 
mitted  by  each  handler  and  compute  the 
tot^  pounds  of  skim  milk  and  butter¬ 
fat,  respectively,  in  each  class,  at  each 
of  the  pool  plants  of  such  handler,  or 
in  the  case  of  a  cooperative  association 
for  that  milk  received  pursuant  to 
§  991.11(c)  or  diverted  to  a  nonpool  plant 
pursuant  to  §  991.11(b) :  Provided,  That 
if  any  of  the  water  contained  in  the  milk 
from  which  a  product  is  made  is  removed 
before  the  product  is  utilized  or  disposed 
of  by  a  handler,  the  pounds  of  skim  milk 
u^  or  disposed  of  in  such  product  shall 
be  considered  to  be  a  quantity  equivalent 
to  the  nonfat  milk  solids  contained  in 
such  product  plus  all  of  the  water  origin¬ 
ally  associated  with  such  solids. 

§  991.46  Allocation  of  skim  milk  and 
butterfat  classified. 

(a)  The  pounds  of  skirn  milk  remain¬ 
ing  in  each  class  after  making  the  fol¬ 
lowing  computations  with  respect  to  each 
pool  plant  shall  be  the  pounds  of  skim 
milk  in  each  class  allocated  to  producer 
milk  received  at  such  plants; 

(1)  Subtract  from  the  total  pounds  of 
skim  milk  in  Class  II  milk  the  shrinkage 
of  skim  milk  classified  as  Class  II  milk 
pursuant  to  §  991.41(b)  (5) . 

(2)  Subtract  from  the  pounds  of  skim 
milk  in  Class  I  milk  (to  the  extent  avail¬ 
able)  ,  the  pounds  of  skim  milk  in  other 
source  milk  received  during  August 
through  December,  inclusive,  in  bulk  as 
milk,  skim  milk  or  cream,  in  fluid  form 
from  a  plant  where  milk  is  priced  under 
the  class  price  provisions  of  a  marketing 
agreement  or  order  issued  pursuant  to 
the  Act  for  another  fluid  milk  market¬ 
ing  area:  Provided,  That  such  other 
order  classifies  the  milk  as  Class  I. 

(3)  Subtract  from  the  remaining 
pounds  of  skim  milk  in  each  class,  in 
series  beginning  with  available  Class  II 
milk,  the  pounds  of  skim  milk  in  other 
source  milk  not  otherwise  subtracted 
pursuant  to  subparagraph  (2)  of  this 
paragraph ; 

(4)  Subtract  from  the  pounds  of  skim 
milk  remaining  in  each  class,  in  series 
beginning  with  Class  II  the  pounds  of 
skim  milk  contained  in  inventory  of 
items  designated  as  Class  I  milk  pur¬ 


suant  to  §  991.41(a)  on  hand  at  the  be¬ 
ginning  of  the  month; 

(5)  Add  to  the  pounds  of  skim  milk 
remaining  in  Class  II  the  pounds  of  skim 
milk  subtracted  pursuant  to  subpara¬ 
graph  (1)  of  this  paragraph;  and 

(6)  Subtract  the  pounds  of  skim  milk 
in  items  designated  in  Class  I  milk  pur¬ 
suant  to  §  991.41(a)  received  from  other 
pool  plants  and  from  cooperative  asso¬ 
ciations  which  are  handlers  for  milk 
pursuant  to  §  991.11(c)  from  the  poimds 
of  milk  in  the  respective  classes  in  which 
skim  milk  is  classified  pursuant  to 
§  991.44(a). 

(7)  If  the  pounds  of  skim  milk  re¬ 
maining  in  all  classes  exceed  the  pounds 
of  skim  milk  in  milk  received  from  pro¬ 
ducers,  subtract  such  excess  from  the 
p>ounds  of  skim  milk  remaining  in  series 
beginning  with  Class  II  milk.  Any 
amount  so  subtracted  shall  be  known  as 
“overage”. 

(b)  Determine  the  pounds  of  butterfat 
in  each  class  to  be  allocated  to  producer 
milk  in  the  manner  prescribed  in  para¬ 
graph  (a)  of  this  section  for  determin¬ 
ing  the  allocation  of  skim  milk  to  pro¬ 
ducer  milk. 

(c)  Add  the  pounds  of  skim  milk  and 
pounds  of  butterfat  remaining  in  each 
class  pursuant  to  paragraphs  (a)  and 

(b)  of  this  section  and  determine  the 
percentage  of  butterfat  in  producer  milk 
in  each  class. 

Minimum  Prices 
§  991.50  Class  I  milk  price. 

The  minimum  price  per  hundred¬ 
weight  on  a  3.5  percent  butterfat  basis 
for  Class  I  milk  f.o.b.  plant  shall  be  the 
minimum  announced  price  as  deter¬ 
mined  for  the  month  for  the  70-85  mile 
zone  pursuant  to  Order  No.  41  (Part  941 
of  this  chapter)  regulating  the  handling 
of  milk  in  the  Chicago,  Illinois,  market¬ 
ing  area,  plus  8  cents. 

§  991.51  Class  II  milk  price. 

The  minimum  price  per  hundred- 
w’eight,  on  a  3.5  percent  butterfat  basis, 
for  producer  milk  classified  as  Class  II 
milk  shall  be  the  highest  of  the  prices 
per  hundredweight  for  milk  of  3.5  per¬ 
cent  butterfat  content  determined  by 
the  market  administrator  for  the  month 
pursuant  to  paragraphs  (a),  (b),  and 

(c)  of  this  section,  computed  to  the 
nearest  tenth  of  a  cent. 

(a)  The  average  of  the  prices  per  hun¬ 
dredweight  reported  to  have  been  paid 
or  to  be  paid,  for  such  month  to  farmers 
for  milk  containing  3.5  percent  butterfat 
content  delivered  during  such  month  at 
each  of  the  following  listed  manufactur¬ 
ing  plants  or  places  for  which  prices  are 
reported  to  the  Department  or  to  the 
market  administrator: 

Companies  and  Locations 

Borden  Co.,  New  London,  Wis. 

Borden  Co.,  Orfordville,  Wis. 

Carnation  Co.,  Richland  Center,  Wis. 

Pet  Milk  Co.,  Belleville,  Wis. 

Pet  Milk  Co.,  Coopersville,  Mich. 

Pet  Milk  Co.,  New  Glarus,  Wis. 

Pet  Milk  Co.,  Wayland,  Mich. 

White  House  Milk  Co.,  Manitowoc,  Wis. 

White  House  Milk  Co.,  West  Bend.  Wis. 


(b)  The  price  per  hundredweight  com¬ 
puted  as  follows : 

(1)  Multiply  the  simple  average  of 
the  daily  average  wholesale  selling  prices 
(using  the  midpoint  of  any  price  range 
as  one  price)  of  Grade  A  (92-score)  bulk 
creamery  butter  per  pound  at  Chicago 
as  reported  by  the  Department  during 
such  month,  by  6; 

(2)  Add  an  amount  computed  as  fol¬ 
lows:  From  the  simple  average  of  the 
daily  prices  paid  per  pound,  using  the 
midpoint  of  any  price  range  as  one  price, 
for  Wisconsin  State  Brand  Cheddars  in 
cars  or  truckloads,  f.o.b.  Wisconsin  as¬ 
sembling  points,  as  reported  by  the  De¬ 
partment  for  the  trading  days  during 
the  month,  subtract  1,3  cents,  and  mul¬ 
tiply  by  2.4;  and 

(3)  Divide  such  sum  by  7,  add  30  per¬ 
cent  thereof,  and  multiply  by  3.5; 

(c)  The  price  per  hundredweight  com¬ 
puted  as  follows: 

(1)  Multiply  by  4.24  the  simple  aver¬ 
age,  as  computed  by  the  market  adminis¬ 
trator  of  the  daily  wholesale  selling  prices 
(using  the  midpoint  of  any  price  range 
as  one  price)  of  Grade  AA  (93-score) 
bulk  creamery  butter  per  pound  at  Chi¬ 
cago,  as  reported  by  the  Department 
during  such  month:  Provided,  That  if  no 
price  is  reported  for  Grade  AA  (93-score) 
butter,  the  highest  of  the  Grade  A  (92- 
score)  butter  prices  for  that  day  shall 
be  used  in  lieu  of  the  price  for  Grade  AA 
(93-score)  butter; 

(2)  Multiply  by  8.2  the  weighted  aver¬ 
age  of  carlot  prices  per  pound  for  spray 
process  nonfat  dry  milk  solids,  for  hu¬ 
man  consumption,  f.o.b.  manufacturing 
plants  in  the  Chicago  area,  as  published 
for  the  period  from  the  26th  day  of  the 
immediately  preceeding  month  through 
the  25th  day  of  such  month  by  the 
Department; 

(3)  From  the  sum  of  the  results  ar¬ 
rived  at  under  subparagraphs  (1)  and 
(2)  of  this  paragraph,  subtract  65  cents. 

§  991.52  Class  butterfat  differentials. 

(a)  Class  I  milk.  Multiply  by  1.31  the 
simple  average  of  the  daily  wholesale 
selling  prices  per  pound  (using  the  mid¬ 
point  of  any  price  range  as  one  price) 
of  Grade  A  (92-score)  bulk  creamery 
butter  in  the  Chicago  market  as  reported 
by  the  Department  for  the  month  pre¬ 
ceding  that  in  which  the  producer  milk 
to  be  priced  was  received  and  divide  the 
result  by  10. 

(b)  Class  II  milk.  Multiply  by  1.20 
the  simple  average  of  the  daily  whole¬ 
sale  selling  prices  per  pound  (using  the 
midpoint  of  any  price  range  as  one  price) 
of  Grade  A  (92-score)  bulk  creamery 
butter  at  Chicago  as  reported  by  the  De¬ 
partment  during  the  month  in  which  the 
producer  milk  to  be  priced  was  received, 
and  divide  the  result  by  10. 

§  991.53  C.oniputations  of  prices  of  skim 
milk  and  butterfat. 

The  prices  per  hundredweight  of  skim 
milk  and  butterfat  to  be  paid  by  each 
handler  for  producer  milk  in  each  class 
shall  be  computed  as  follows:  For  each 
class,  respectively,  the  price  per  hun¬ 
dredweight  of  skim  milk  shall  be  the 
applicable  class  price  for  the  month 
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(§§  991^0  and  991.51)  less  the  result  of 
multiplying  the  applicable  class  butter- 
fat  differential  for  the  month  (§  991.52) 
by  35.  For  each  class,  respectively,  the 
price  per  hundredweight  of  butterfat 
shall  be  the  applicable  class  price  for  the 
month  plus  the  result  of  multiplying  the 
applicable  class  butterfat  differential  for 
the  month  by  965. 

§  991.54  Use  of  equivalent  prices. 

If  for  any  reason  a  price  quotation  re¬ 
quired  by  this  part  for  computing  class 
prices  or  for  other  purposes  is  not 
available  in  the  manner  described,  the 
market  administrator  shall  use  a  price 
determined  by  the  Secretary  to  be 
equivalent  to  the  price  which  is  required. 

§  991.55  Rate  of  payment  on  unpriced 
milk. 

(a)  The  rate  of  payment  per  hundred¬ 
weight  on  unpriced  Class  I  milk  shall  be 
calculated  as  follows;  Subtract  the  Class 
n  price  adjusted  by  the  Class  n  butter¬ 
fat  differential  from  the  Class  I  price 
adjusted  by  the  Class  I  butterfat  differ¬ 
ential  and  a  location  differential  com¬ 
puted  at  the  rate  set  forth  in  §  991.56 
for  the  location  of  the  plant  from  which 
such  milk  is  supplied. 

(b)  If  the  source  of  such  other  source 
milk  is  not  clearly  established  and  the 
other  source  milk  is  received  in  the  form 
of  a  Class  n  product,  it  shall  be  con¬ 
sidered  to  have  been  received  by  the 
handler  at  the  location  of  the  plant 
where  allocation  is  made  under  §  991.46. 

§  991.56  Location  differential  to  han¬ 
dlers. 

For  producer  milk  which  is  received  at 
a  pool  plant  located  70  miles  or  more 
from  the  main  U.S.  post  ofiBce  in  either 
Galena,  Belvidere,  Sandwich,  or  Sterling, 
Illinois,  or  Janesville,  Wisconsin,  which¬ 
ever  is  nearest  by  the  shortest  hard-sur¬ 
faced  highway  distance,  as  determined 
by  the  market  administrator,  and  which 
is  classified  as  Class  I  milk,  the  price 
specified  in  §  C91.50  shall  be  reduced  at 
the  rate  set  forth  in  the  following 
schedule; 

Rate  per 
hundredweight 


Distance  (miles) :  (cents) 

70  miles  but  no  more  than  80 _  11 

For  each  additional  10  miles  or  major 
fraction  thereof,  in  excess  of  80 
miles _  1.5 


Provided,  That  for  the  purpose  of  cal¬ 
culating  such  location  differential,  trans¬ 
fers  of  milk,  skim  milk  and  cream  be¬ 
tween  pool  plants  shall  be  assigned  to 
Class  I  milk  in  a  volume  not  in  excess  of 
that  by  which  Class  I  disposition  at  the 
transferee  plant  exceeds  receipts  from 
producers  and  from  cooperative  associa¬ 
tions  in  the  capacity  as  a  handler,  such 
assignment  to  transferor  plants  to  be 
made  first  to  plants  at  which  no  location 
credit  is  applicable  and  then  in  sequence 
beginning  with  the  plant  at  which  the 
lowest  location  differential  would  apply. 

Application  of  Provisions 
§  991.60  Producer-handlers. 

Sections  991.40  through  991.46,  991.50 
through  991.56,  991.70  through  991.72, 
and  991.80  through  991.84,  shall  not 
apply  to  a  producer  handler. 


§  991.61  Plants  subject  to  other  Federal 
orders. 

The  provisions  of  this,  part  shall  not 
apply  to  a  plant  specified  in  paragraph 
(a),  (b),  or  (c)  of  this  section  except  as 
follows;  The  operator  of  such  plant  shall, 
with  respect  to  the  total  receipts  and 
utilization  or  disposition  of  skim  milk 
and  butterfat  at  the  plant,  make  reports 
to  the  market  administrator  at  such  time 
and  in  such  manner  as  the  market  ad¬ 
ministrator  may  require,  and  allow  veri¬ 
fication  of  such  reports  by  the  market 
administrator. 

(a)  Any  distributing  plant  which 
would  be  subject  to  the  classification  and 
pricing  provisions  of  another  order  is¬ 
sued  pursuant  to  the  Act  unless  such 
plant  qualifies  as  a  pool  plant  pursuant 
to  §  991.9(a)  and  the  Secretary  deter¬ 
mines  that  more  Class  I  milk  is  disposed 
of  from  such  plant  to  retail  or  whole¬ 
sale  outlets  (except  pool  plants)  in  this 
marketing  area  than  in  the  marketing 
area  regulated  pursuant  to  such  other 
order; 

(b)  Any  supply  plant  which  would  be 
subject  to  the  classification  and  pricing 
provisions  of  another  order  issued  pur¬ 
suant  to  the  Act  unless  such  plant  is 
a  pool  plant  pursuant  to  the  first  or 
second  proviso  of  §  991.9(b) ;  or 

(c)  llie  Secretary  determines  that  a 
plant  should  be  subject  to  another  order. 

§  991.62  Handler.<«  operating  nonpool 
distributing  plants. 

Handler  operating  a  plant  which  is 
not  a  pool  plant.  Each  handler,  other 
than  a  producer-handler  or  one  exempt 
pursuant  to  §  991.61,  who  during  the 
month  operates  a  nonpool  plant  from 
which  fluid  milk  products  are  disposed 
of  on  a  route  in  the  marketing  area,  shall 
pay  to  the  market  administrator  the 
amounts  computed  pursuant  to  para¬ 
graph  (b)  of  this  section,  unless  the 
handler  elects  at  the  time  of  reporting 
pursuant  to  §  991.30  to  pay  the  amounts 
computed  pursuant  to  paragraph  (a)  of 
this  section, 

(a)  If  such  handler  so  elects  at  the 
time  of  reporting  pursuant  to  §  991.30 
his  obligation  shall  be  as  follows; 

(1)  On  or  before  the  15th  day  after 
the  end  of  the  month,  for  the  producer- 
equalization  fund,  an  amount  equal  to 
the  difference  between  the  value  of  Class 
I  disposed  of  during  the  month  on  routes 
in  the  marketing  area  at  the  applicable 
Class  I  price  for  the  month  and  the 
value  of  such  milk  at  the  Class  II  price ; 
and 

(2)  On  or  before  the  15th  day  after 
the  end  of  the  month,  as  his  pro  rata 
share  of  the  expense  of  administration, 
the  rate  specified  in  §  991.85  with  re¬ 
spect  to  the  fluid  milk  products  disposed 
of  on  routes  in  the  marketing  area; 

(b)  Unless  such  handler  elects  to  have 
his  obligations  computed  pursuant  to 
paragraph  (a)  of  this  section,  his  obli¬ 
gation  shall  be  as  follows; 

(1)  On  or  before  the  15th  day  after 
the  end  of  the  month,  for  the  producer- 
equalization  fund,  the  lesser  of  the 
amount  computed  pursuant  to  para¬ 
graph  (a)(1)  of  this  section,  or  any 
plus  amount  resulting  from  the  following 
computation; 


(1)  Compute  an  amount  equal  to  the 
value  of  milk  which  would  be  computed 
pursuant  to  §  991.70  for  milk  recei^ 
from  dairy  farmers  at  such  plant  for 
such  month  if  such  plant  had  b^n  a 
pool  plant; 

(ii)  Deduct  the  gross  payments  made 
by  the  handler  to  qualified  dairy  farm- 
ers  for  milk  received  at  such  plant  for 
such  month.  Gross  payments  to  1^  in. 
eluded  in  this  computation  shall 
limited  to  cash  payments  made  to  the 
dairy  farmer  or  his  assignee  on  or  be¬ 
fore  the  date  of  the  report  required  pur¬ 
suant  to  §  991.31,  plus  the  value  of  any 
supplies  or  services  furnished  by  the 
handler  on  prior  written  authorization 
or  as  evidenced  by  a  delivery  ticket 
signed  by  the  dairy  farmer;  and 

(2)  On  or  before  the  15th  day  after 
the  end  of  the  month,  as  his  pro  rata 
share  of  the  expense  of  administration, 
an  amount  equal  to  that  which  would 
have  been  computed  if  such  plant  had 
been  a  pool  plant. 

§  991.63  Computution  of  base  milk. 

(a)  A  producer  who  delivered  milk 
during  the  period  of  August  1  through 
December  31  shall  have  a  base  computed 
by  the  market  administrator  to  be  ap¬ 
plicable,  subject  to  paragraph  (b)  of  this 
section,  for  the  12-month  period  begin-  ! 
ning  the  following  February  1,  equal  to  | 
his  daily  average  of  deliveries  frqm  the  ; 
date  on  which  milk  was  first  delivered  in 
the  period  August  1  through  December 

31  to  the  end  of  the  period  (but  in  no 
case  less  than  122  days) ;  Provided,  That 
any  producer  for  whom  a  base  has  been 
computed  may  upon  written  request  to 
the  market  administrator  postmark^ 
not  later  than  February  1,  relinquish  his 
base  and  be  allotted  a  base  pursuant  to 
paragraph  (b)  of  this  section. 

(b)  Any  producer  who  has  not  estab¬ 
lished  a  base  or  who  elects  to  relinquish 
his  base,  pursuant  to  the  provisions  of 
paragraph  (a)  of  this  section,  shall  be 
assigned  a  base  for  each  month  of  Feb¬ 
ruary  through  January  as  follows; 

(1)  Fiom  the  total  quantity  of  pro¬ 
ducer  milk  received  by  handlers  during 
the  same  month  of  the  previous  year, 
subtract  the  total  receipts  from  pro¬ 
ducers  who  did  not  establish  bases  or . 
who  had  relinquished  their  bases; 

(2)  Determine  the  percentage  that 
base  milk  was  of  the  remaining  poimds, 
and  subtract  15;  and 

(3)  Multiply  the  resulting  percentage 
by  the  total  pounds  of  milk  received  by  a 
handler  from  the  producer  during  the 
applicable  month  and  divide  the  result 
by  the  number  of  days  such  milk  was 
produced;  Provided,  That  during  the 
February  through  January  following  the 
adoption  of  this  amended  order,  such 
producer  shall  have  a  base  assigned  that 
is  equal  to  50  percent  of  his  total  milk 
deliveries  during  the  month. 

§  991.64  Base  rules. 

Any  base  computed  pursuant  to  §  991.- 
63(a)  shall  be  subject  to  the  following 
rules; 

(a)  A  base  shall  be  held  in  the  name 
of  the  producer  and  may  be  transferred 
only  at  his  option. 
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(b)  The  milk  to  which  the  transferred 
base  shall  apply  must  be  produced  on  the 

farm  on  which  such  base  was 
^^ed,  and  the  transferor  must  notify 
the  market  administrator  in  writing  on 
or  before  the  last  day  of  the  month  that 
such  base  is  to  be  transferred  indicating 
the  name  of  the  transferee,  the  amount 
of  base  transferred,  and  the  effective 
date  of  the  transfer;  and  in  the  event  of 
a  producer’s  death  his  base  may  be  so 
transferred  upon  written  notice  to  the 
market  administrator  from  any  member 
of  the  producer’s  inunediate  family, 

(c)  If  a  producer  operates  more  than 
one  farm  he  must  establish  a  base  with 
respect  to  the  milk  from  each  farm,  and 
in  the  event  such  producer  chooses  to 
relinquish  the  base  earned  for  one  farm 
he  must  do  so  for  all  farms. 

Determination  of  Uniform  Price  to 
Producers 

§991.70  Computation  of  the  obligation 
of  each  handler. 

For  each  month  the  market  adminis¬ 
trator  shall  compute  the  value  of  pro¬ 
ducer  milk  for  each  handler  as  follows: 

(a)  Multiply  the  quantity  of  producer 
milk  in  each  class  computed  pursuant 
to  §  991.46  by  the  applicable  class  price 
and  total  the  resulting  amounts; 

(b)  Add  an  amount  computed  as  fol¬ 
lows:  Multiply  the  pounds  of  skim  milk 
and  butterfat  subtracted  from  Class  I 
milk  pursuant  to  §  991.46  (a)  (3)  and 
(b)  by  the  rate  of  payment  on  unpriced 
milk  pursuant  to  §  991.55  adjusted  by  the 
location  differential  applicable  at  the 
nearest  plant(s)  from  which  an  equiva¬ 
lent  amount  of  other  source  milk  was 
received; 

(c)  Add  the  amount  computed  by 
multiplying  the  pounds  of  overage  de¬ 
ducted  from  each  class  pursuant  to 
$991.46  (a)  (7)  and  (b)  by  the  applicable 
class  price ;  and 

(d)  Add  the  amounts  computed  un¬ 
der  subparagraphs  (1)  and  (2)  of  this 
paragraph: 

(1)  Multiply  the  difference  between 
the  applicable  Class  II  price  for  the  pre¬ 
ceding  month  and  the  applicable  Class 
I  price  for  the  month  by  the  pounds 
of  skim  milk  and  butterfat  remaining 
in  Class  II  milk  after  the  calculations 
pursuant  to  §  991.46(a)  (4)  and  the  cor¬ 
responding  step  of  (b)  for  the  preceding 
month,  or  the  pounds  of  skim  milk  and 
butterfat  subtracted  from  Class  I  milk 
pursuant  to  §  991.46(a)  (4)  and  the  cor¬ 
responding  step  of  (b)  for  the  month, 
whichever  is  less; 

(2)  Multiply  the  rate  of  payment  on 
unpriced  milk  pursuant  to  §  991.55  by 
the  pounds  of  skim  milk  and  butterfat 
subtracted  from  Class  I  pursuant  to 
§  991.46(a)  (4)  and  the  corresponding 
step  of  (b),  which  are  in  excess  of  the 
sum  of  (i)  the  pounds  of  skim  milk  and 
butterfat,  respectively,  on  which  a  pay¬ 
ment  is  applicable  pursuant  to  subpara¬ 
graph  (1)  of  this  paragraph,  and  (ii) 
the  pounds  of  skim  milk  and  butterfat 
assigned  in  the  preceding  month  to 
Class  n  pursuant  to  §  991.46(a)  (3)  and 
the  corresponding  step  of  (b) . 


§991.71  Computation  of  uniform 
prices. 

For  each  month,  the  market  admin¬ 
istrator  shall  compute  the  uniform  price 
per  hundredweight  for  base  and  excess 
milk  of  3,5  percent  butterfat  content  re¬ 
ceived  from  producers  f.o.b.  plant  as 
follows: 

(a)  Combine  into  one  total  the  values 
computed  pursuant  to  §  991.70  for  all 
handlers  who  made  the  reports  pre¬ 
scribed  in  §  991.30  and  who  are  not 
in  default  of  payments  pursuant  to 
§  991.84; 

(b)  Add  an  amount  representing  the 
total  value  of  all  location  adjustments 
to  such  handlers  on  producer  milk  pur¬ 
suant  to  §  991.81(b) ; 

(c)  Add  an  amount  equal  to  one-half 
the  unobligated  cash  balance  in  the  pro¬ 
ducer  settlement  fund; 

(d)  Subtract  if  the  average  butterfat 
content  of  producer  milk  included  in 
these  computations  is  greater  than  3.5 
percent,  or  add  if  such  average  butterfat 
content  is  less  than  3.5  percent,  an 
amount  computed  by  multiplying  the 
amount  by  which  the  average  butterfat 
content  of  such  milk  varies  from  3.5  per¬ 
cent  by  the  butterfat  differential  com¬ 
puted  pursuant  to  §  991.81(a)  and 
multiplying  the  resulting  figure  by  the 
hundredweight  of  such  milk; 

(e)  Multiply  the  hundredweight  of 
excess  milk  from  producers  by  the  Class 
II  price  for  3.5  percent  milk; 

(f)  Compute  the  total  value  of  base 
milk  by  subtracting  the  amount  com¬ 
puted  pursuant  to  paragraph  (d)  of  this 
section  from  the  net  amount  computed 
pursuant  to  paragraph  (e)  of  this 
section. 

(g)  Divide  the  net  amount  obtained 
in  paragraph  (f)  of  this  section  by  the 
total  hundredweight  of  base  milk  and 
subtract  not  less  than  6  cents  nor  more 
than  7  cents.  This  result  shall  be  known 
as  the  uniform  price  per  hundredweight 
of  base  milk  of  3.5  percent  butterfat 
content;  and 

(h)  Divide  the  amount  obtained  in 
paragraph  (g)  of  this  section  by  the 
hundredweight  of  excess  milk  and  sub¬ 
tract  any  fractional  part  of  one  cent. 
This  result  shall  be  known  as  the  uni¬ 
form  price  per  hundredweight  of  excess 
milk  of  3.5  percent. 

§  991.72  Notification  to  handlers. 

On  or  before  the  11th  day  after  the 
end  of  each  month,  the  market  adminis¬ 
trator  shall  mail  to  each  handler  at  his 
last  known  address,  a  statement  show¬ 
ing  (a)  the  amount  and  value  of  his 
milk  in  each  class  and  the  totals  thereof ; 
(b)  the  applicable  minimum  class  prices 
and  uniform  price  for  base  and  excess 
*  milk ;  (c)  the  amount  owed  by  him  to,  or 
the  amount  due  him  from,  the  producer- 
settlement  fund,  pursuant  to  §  991.83  or 
§  991.84;  and  (d)  the  amounts  to  be  paid 
by  him  pursuant  to  §§  991.80,  991.85, 
991.86,  and  991.87. 

Payments 

§  991.80  Time  and  method  of  payment. 

Each  handler  shall  make  payments  as 
follows: 


(a)  On  or  before  the  18th  day  after 
the  end  of  each  month,  to  each  producer, 
except  producers  for  whom  payment  is 
made  to  a  cooperative  association  pur¬ 
suant  to  paragraph  (b)  of  this  section, 
at  not  less  than  the  applicable  uniform 
price  for  base  and  excess  milk  for  such 
month  pursuant  to  §  991.71  adjusted  by 
the  producer  butterfat  differential  pur¬ 
suant  to  §  991.81(a) ,  for  all  milk  received 
from  such  producer  during  such  month: 
Provided,  That  if  by  such  date  such  han¬ 
dler  has  not  received  full  payment  for 
such  month  pursuant  to  §  991.84,  he  may 
reduce  such  payments  uniformly  per 
hundredweight  for  all  producers  by  an 
amount  not  in  excess  of  the  per  hun¬ 
dredweight  reduction  in  pasment  from 
the  market  administrator:  And  provided 
further,  'That  such  handler  shall  make 
such  balance  of  pasment  to  those  pro¬ 
ducers  to  whom  it  is  due  on  or  before 
the  date  for  making  payments  pursuant 
to  this  paragraph  next  following  that 
on  which  such  balance  of  payment  is 
received  from  the  market  administrator ; 
and 

(b)  On  or  before  the  15th  day  after 
the  end  of  each  month,  to  a  cooperative 
association  with  respect  to  milk  caused 
to  be  delivered  from  producers’  farms 
to  such  handler  by  such  association  for 
its  account  during  such  month  not  less 
than  the  value  of  such  milk  computed  at 
the  applicable  uniform  base  and  excess 
price,  adjusted  by  the  producer  butter¬ 
fat  differential  pursuant  to  §  991.81. 

§  991.81(a)  Producer  butterfat  differ¬ 
ential. 

In  making  payments  pursuant  to 
§  991.80  there  shall  be  added  to  or  sub¬ 
tracted  from  the  uniform  base  and  ex¬ 
cess  prices  for  each  one-tenth  of  one 
percent  of  butterfat  content  in  such  pro¬ 
ducer  milk  above  or  below  3.5  percent, 
an  amount  computed  by  multiplying  the 
simple  average  of  the  daily  wholesale 
selling  prices  per  potmd  (using  the  mid¬ 
point  of  any  price  range  as  one  price)  of 
Grade  A  (92  score)  bulk  creamery  butter 
at  Chicago  as  reported  by  the  Depart¬ 
ment  during  the  month  in  which  the 
producer  milk  to  be  priced  was  received, 
by  0.12  and  rounding  to  the  nearest 
tenth  of  a  cent. 

§  991.81(b)  I..ocation  differentials  to 
producers. 

In  making  payments  pursuant  to 
§  991.80  for  milk  received  at  a  pool  plant 
located  70  miles  or  more  from  the  main 
U.S,  Post  OfBce  in  either  Janesville, 
Wisconsin;  Galena,  Sterling,  Belvidere 
or  Sandwich,  Illinois,  whichever  is  near¬ 
est  by  the  shortest  hard-surfaced  high¬ 
way  distance  as  determined  by  the 
market  administrator,  the  applicable 
uniform  price  for  base  milk  shall  be  re¬ 
duced  at  the  rate  set  forth  in  the  follow¬ 


ing  schedule: 

Rate  per 
hundredweight 

Distance  (miles) :  (cents) 

70  but  not  more  than  80 _  0. 11 

For  each  additional  10  miles  or 
major  fraction  thereof _  1.  5 


§  991.82  Producer-settlement  fund. 

Tile  market  administrator  shall  estab¬ 
lish  and  maintain  a  separate  fund  known 
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as  the  “producer-settlement  fund”  into 
which  he  shall  deposit  all  payments 
made  by  handlers  pursuant  to  §  991.83 
and  payments  related  thereto  pursuant 
to  §  991.87  and  out  of  which  he  shall 
make  all  payments  to  handlers  pursuant 
to  §  991.84  and  payments  related  thereto 
pursuant  to  §  991.87.  / 

§  991.83  Payments  to  the  producer- 
settlement  fund. 

On  or  before  the  15th  day  after  the 
end  of  each  month,  each  handler  shall 
pay  to  the  market  administrator  the 
amount  by  which  the  value  of  producer 
milk  (§  991.70)  received  by  such  handler 
during  such  month  is  greater  than  the 
total  of  amounts  to  be  paid  pursuant  to 
§  991.80. 

§  991.84  Payments  out  of  the  producer- 
settlement  fund. 

On  or  before  the  16th  day  after  the 
end  of  each  month,  the  market  admin¬ 
istrator  shall  pay  to  each  handler  the 
amoimt  by  which  the  value  of  producer 
milk  (§  991.70)  received  by  such  handler 
during  such  month  is  less  than  the  sum 
of  amounts  due  pursuant  to  §§  991.83, 
991.85,  991.86,  and  991.87:  Provided, 
That  if  the  balance  in  the  producer- 
settlement  fund  is  insufficient  to  make 
all  pa3nnents  pursuant  to  this  section, 
the  market  administrator  shall  reduce 
such  pasrments  uniformly  per  hundred¬ 
weight  and  shall  complete  such  pay¬ 
ments  as  soon  as  the  necessary  funds  are 
available. 

§  991.85  Expense  of  administration. 

As  his  pro  rata  share  of  the  expenses 
incurred  pursuant  to  §  991.22(d)  each 
handler  shall  pay  the  market  adminis¬ 
trator  on  or  before  the  15th  day  after 
the  end  of  each  month,  4  cents  per  hun¬ 
dredweight,  or  such  amount  not  exceed¬ 
ing  4  cents  per  hundredweight  as  the 
Secretary  from  time  to  time  may  pre¬ 
scribe,  with  respect  to  producer  milk  (in¬ 
cluding  such  handler’s  own  production) 
and  other  soiu'ce  milk  (excluding  that 
subject  to  administrative  expense  assess¬ 
ment  under  another  Federal  milk  mar¬ 
keting  agreement  or  order  issued  pur¬ 
suant  to  the  Act)  received  during  such 
month. 

§  991.86  Marketing  services. 

(a)  Except  as  set  forth  in  paragraph 

(b)  of  this  section,  each  handler  for  each 
month  shall  deduct  5  cents  per  hundred¬ 
weight  or  such  amount  not  exceeding  5 
cents  per  hundredweight  as  may  be  pre¬ 
scribed  by  the  Secretary,  from  the  pay¬ 
ments  made  to  each  producer  pursuant 
to  §  991.80,  and  shall  pay  such  deduc¬ 
tions  to  the  market  administrator  on  or 
before  the  15th  day  after  the  end  of  such 
month.  Such  moneys  shall  be  used  by 
the  market  administrator  to  check 
weights,  samples  and  tests  of  producer 
milk  received  by  handlers  and  to  pro¬ 
vide  producers  with  market  information, 
such  services  to  be  performed  by  the 
market  adminstrator  or  by  an  agent  en¬ 
gaged  by  and  responsible  to  him. 

(b)  In  the  case  of  producers  for  whom 
a  cooperative  association  is  actually  per¬ 
forming  the  services  set  forth  in  para¬ 
graph  (a)  of  this  section,  but  for  whom 
such  cooperative  association  does  not  re¬ 


ceive  payment  for  milk,  each  handler 
shall  make,  in  lieu  of  the  deduction  i^eci- 
fied  in  paragraph  (a)  of  this  section, 
such  deductions  from  the  pasntnent  to  be 
made  to  such  producers  as  may  be  au¬ 
thorized  by  the  membership  agreement 
or  marketing  contract  between  such  co¬ 
operative  association  and  such  producers 
and  on  or  before  the  15th  day  after  the 
end  of  such  month  pay  every  such  de¬ 
duction  to  the  cooperative  association 
rendering  such  services. 

§  991.87  Adjustment  of  accounts. 

(a)  Whenever  audit  by  the  market  ad¬ 
ministrator  of  any  handler’s  reports, 
books,  records  or  accounts  discloses  er¬ 
rors  resulting  in  moneys  due  (1)  the 
market  administrator  from  such  handler, 
(2)  such  handler  from  the  market  ad¬ 
ministrator,  or  (3)  any  producer  or  co¬ 
operative  association  from  such  handler, 
the  market  administrator  shall  promptly 
notify  such  handler  of  any  such  amount 
due,  and  payment  thereof  shall  be  made 
on  or  before  the  next  date  for  making 
payment  set  forth  in  the  provision  under 
which  such  error  occurr^  following  the 
5th  day  after  such  notice. 

(b)  An  unpaid  obligation  of  a  handler 
shall  bear  interest  at  the  rate  of  one-half 
of  one  percent  per  month,  such  interest 
to  accrue  on  the  first  day  of  the  month 
next  following  the  due  date  of  such  obli¬ 
gation  and  on  the  first  day  of  each  month 
thereafter  until  such  obligation  is  paid. 

§  991.88  Termination  of  obligations. 

The  provisions  of  this  section  shall 
apply  to  any  obligation  under  this  sub¬ 
part  for  the  payment  of  money. 

(a)  The  obligation  of  any  handler  to 
pay  money  required  to  be  paid  under  the 
terms  of  this  subpart  shall,  except  as 
provided  in  paragraphs  (b)  and  (c)  of 
this  section,  terminate  two  years  after 
the  last  day  of  the  month  during  which 
the  market  administrator  receives  the 
handler’s  utilization  report  on  the  milk 
involved  in  such  obligation,  unless  with¬ 
in  such  two-year  period  the  market  ad¬ 
ministrator  notifies  the  handler  in  writ¬ 
ing  that  such  money  is  due  and  payable. 
Service  of  such  notice  shall  be  complete 
upon  mailing  to  the  handler’s  last  known 
address,  and  it  shall  contain  but  need  not 
be  limited  to.  the  following  information : 

(1)  The  amount  of  the  obligation; 

(2)  The  month (s)  during  which  the 
milk,  with  respect  to  which  the  obligation 
exists,  was  received  or  handled;  and 

(3)  If  the  obligation  is  payable  to  one 
or  more  producers  or  to  an  association 
of  producers,  the  name  of  such  pro¬ 
ducer  (s)  or  association  of  producers,  or 
if  the  obligation  is  payable  to  the  market 
administrator,  the  account  for  which  it 
is  to  be  paid. 

(b)  If  a  handler  fails  or  refuses,  with 
respect  to  any  obligation  under  this  sub¬ 
part,  to  make  available  to  the  market 
administrator  or  his  representatives  all 
books  and  records  required  by  this  sub¬ 
part  to  be  made  available,  the  market 
administrator  may,  within  the  two-year 
period  provided  for  in  paragraph  (a)  of 
this  section,  notify  the  handler  in  writ¬ 
ing  of  such  failure  or  refusal.  If  the 
market  administrator  so  notifies  a  han¬ 
dler,  the  said  two-year  period  with  re¬ 
spect  to  such  obligation  shall  not  begin 


to  run  until  the  first  day  of  the  month 
following  the  month  during  which  ^ 
such  books  and  records  pertaining  ^ 
such  obligation  are  made  available  to  1^ 
market  administrator  or  his  representa¬ 
tives. 

(c)  Notwithstanding  the  provisions  of 
paragraphs  (a)  and  (b)  of  this  section 
a  handler’s  obligation  under  this  subpart 
to  pay  money  shall  not  be  terminated 
with  respect  to  any  transaction  involving 
fraud  or  willful  concealment  of  a  fact 
material  to  the  obligation,  on  the  part  of 
the  handler  against  whom  the  obligation 
is  sought  to  be  imposed. 

(d)  Any  obligation  on  the  part  of  the 
market  administrator  to  pay  a 

any  money  which  such  handler  ciniTna 
to  be  due  him  under  the  terms  of  this 
subpart  shall  terminate  two  years  afta 
the  end  of  the  month  during  which  the 
milk  involved  in  the  claim  was  received 
if  any  underpayment  is  claimed,  or  two 
years  after  the  end  of  the  month  during 
which  the  payment  (including  deduction 
or  set-off  by  the  market  administrator) 
was  made  by  the  handler  if  a  refund  on 
such  payment  is  claimed,  unless  such 
handler,  within  the  applicable  period  of 
time,  files,  pursuant  to  section  ^(15) 
(A)  of  the  Act,  a  petition  claiming  such 
money. 

Miscellaneous  Provisions 
§  991.90  Effective  time. 

The  provisions  of  this  subpart  or  any 
amendments  to  this  subpart  shall  become 
effective  at  such  time  as  the  Secretary 
may  declare  and  shall  continue  in  force 
until  suspended  or  terminated. 

§  991.91  Suspension  or  termination. 

The  Secretary  may  suspend  or  termi¬ 
nate  this  subpart  or  any  of  its  provisions 
whenever  he  finds  that  this  subpart  or 
any  provision  obstructs  or  does  not  tend 
to  effectuate  the  declared  policy  of  the 
Act.  This  subpart  shall  terminate  in 
any  event  whenever  the  provisions  of  the 
act  authorizing  it  cease  to  be  in  effect. 

§  991.92  Continuing  obligations. 

If,  upon  the  suspension  or  termination 
of  any  or  all  provisions  of  this  subpart, 
there  are  any  obligations  thereunder  the 
final  accrual  or  ascertainment  of  which 
requires  further  acts  by  any  person  (in¬ 
cluding  the  market  administrator)  such 
further  acts  shall  be  performed  notwith¬ 
standing  such  suspension  or  termi¬ 
nations. 

§  991.93  Liquidation. 

Upon  the  suspension  or  termination  of 
this  subpart,  except  this  section,  the 
market  administrator,  or  such  other 
liquidating  agent  as  the  Secretary  may 
designate,  shall  if  so  directed  by  the  Sec¬ 
retary  liquidate  the  business  of  the  mar¬ 
ket  administrator’s  office,  dispose  of  all 
property  in  his  possession  or  control,  in¬ 
cluding  accounts  receivable,  and  execute 
and  deliver  all  assignments  or  other  in¬ 
struments  necessary  or  appropriate  to 
effectuate  any  such  disposition.  If  » 
liquidating  agent  is  so  designated,  all 
assets,  books  and  records  of  the  mar¬ 
ket  administrator  shall  be  transferred 
promptly  to  such  liquidating  agent  H 
upon  such  liquidation,  the  funds  on  hand 
exceed  the  amounts  required  to  pay  out- 
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standing  obligations  of  the  ofllce  of  the 
^ket  administrator  and  to  pay  neces- 
^  ci^nses  of  liquidation  and  distri- 
wdon,  such  excess  shall  be  distributed  to 
^ntributing  handlers  and  producers  in 
jn  equitable  manner. 

§991.94  Agenls. 

Xhe  Secretary  may,  by  designation  in 
writing,  name  any  officer  or  employee  of 
the  United  States  to  act  as  his  agent  or 
representative  in  connection  with  any  of 
the  provisions  of  this  subpart. 

§991.95  Separability  of  provisions. 

If  any  provision  of  this  subpart,  or  its 
application  to  any  person  or  circum- 
stMices,  is  held  invalid,  the  application 
of  such  provision,  and  of  the  remaining 
provisions  of  this  subpart,  to  other  per¬ 
sons  or  circumstances  shall  not  be  af¬ 
fected  thereby. 

proposed  by  the  Milk  Marketing  Or¬ 
ders  Division,  Commodity  Stabilization 
S^ce: 

Proposal  No.  2.  Make  such  changes  as 
may  be  necessary  to  make  the  entire 
marketing  agreement  and  the  order  con¬ 
form  with  any  amendments  thereto  that 
may  result  from  this  hearing. 

Copies  of  this  notice  of  hearing  and 
the  order  may  be  procured  from  the 
Market  Administrator,  72  West  Adams 
Street,  Chicago,  Illinois,  or  from  the 
Hearing  Clerk,  Room  112,  Administration 
Building,  United  States  Department  of 
Agriculture,  Washington  25,  D.C.,  or  may 
be  there  inspected. 

Issued  at  Washington,  D.C.,  May  9, 
1961. 

Robert  G.  Lewis, 
Deputy  Administrator,  Price 
Support,  Commodity  Stabili¬ 
zation  Service. 

[PJa.  Doc.  61-4411;  Filed.  May  11,  1961; 
8:52  a.m.] 


17  CFR  Part  10181 

[Docket  No.  AO  286  AS] 

MILK  IN  SOUTHEASTERN  FLORIDA 
MARKETING  AREA 

Notice  of  Hearing  on  Proposed 
Amendments  to  Tentative  Market¬ 
ing  Agreement  and  Order 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.S.C.  601  et  seq.) , 
and  the  applicable  rules  of  practice  and 
procedure  governing  the  formulation  of 
marketing  agreements  and  marketing 
orders  (7  CFR  Part  900) ,  notice  is  here¬ 
by  given  of  a  public  hearing  to  be  held 
in  the  Governor’s  Club  Hotel,  Fort 
Lauderdale,  Florida,  beginning  at  10:00 
am.,  e.s.t.,  on  May  19,  1961,  with  respect 
to  proposed  amendments  to  the  tentative 
marketing  agreement  and  to  the  order, 
regulating  the  handling  of  milk  in  the 
Southeastern  Florida  marketing  area. 

The  public  hearing  is  for  the  purpose 
of  receiving  evidence  with  respect  to  the 
economic  and  marketing  conditions 
which  relate  to  the  proposed  amend¬ 
ments,  hereinafter  set  forth,  and  any  ap¬ 
propriate  modifications  thereof,  to  the 
tentative  marketing  agreement  and  to 
the  order. 


The  proposed  amendments,  set  forth 
below,  have  not  received  the  approval  of 
the  Secretary  of  Agriculture. 

Proposed  by  the  Independent  Dairy 
Farmers’  Association,  Inc.: 

Proposal  No.  1.  Delete  from  the  order 
all  provisions  for  a  base-ratii^  plan  and 
substitute  therefor  provisions  for  the 
computation  of  a  single  uniform  price 
for  producer  milk.  Specifically  the  fol¬ 
lowing  changes  would  be  needed: 

1.  Delete  §§  1018.18,  1018.19,  1018.30 
(d),  1018.80(c)  (2)  (iii),  1018.90,  1018.91, 
and  1018.92. 

2.  Delete  §  1018.31(b)  (1)  (ii) ,  and  sub¬ 
stitute  therefor  the  following: 

The  total  pounds  of  milk  received 
from  such  producer. 

3.  Delete  the  first  paragraph  of 
§  1018.71,  and  substitute  therefor  the 
following : 

For  each  month,  the  market  admin¬ 
istrator  shall  compute  an  aggregate  value 
from  which  to  determine  the  uniform 
price  for  milk  of  4.0  percent  butterfat 
content,  at  the  market,  as  follows: 

4.  Delete  §  1018.72,  and  substitute 
therefor  the  following: 

For  each  month  the  market  admin¬ 
istrator  shall  compute  the  uniform  price 
for  milk  of  4.0  percent  butterfat  content, 
at  the  market,  as  follows: 

(a)  Divide  the  aggregate  value  com¬ 
puted  pursuant  to  §  1018.71  by  the  total 
hundredweight  of  milk  received  from 
producers. 

(b)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents  from  the  price  com¬ 
puted  pursuant  to  paragraph  (a)  of  this 
section.  ’This  resulting  amount  shall  be 
the  uniform  price  for  producer  milk  con¬ 
taining  4  percent  butterfat. 

5.  Delete  §  1018.74,  and  substitute 
therefor  the  following: 

The  uniform  price  computed  per 
§  1018.72  to  be  paid  for  milk  received 
from  producers  at  a  pool  plant  located  60 
miles  or  more  from  the  location  of  the 
main  U.S.  Post  Office  in  Boca  Raton  by 
the  shortest  hard-surfaced  highway  dis¬ 
tance,  as  determined  by  the  market  ad¬ 
ministrator,  shall  be  reduced  according 
to  the  location  of  the  pool  plant  where 
such  milk  was  received  at  the  rate  set 
forth  in  §  1018.51. 

6.  Delete  §  1018.75  (b)  and  (c) ,  and 
substitute  therefor  the  following : 

(b)  The  uniform  price  for  producer 
milk  computed  pursuant  to  §1018.72,  and 
the  butterfat  differentials. 

(c)  The  amount  and  value  of  his  pro¬ 
ducer  milk  at  the  uniform  price. 

7.  Delete  §  1018.80(a)  (1),  (2),  and 
(3),  and  substitute  therefore  the  fol¬ 
lowing  : 

(1)  On  or  before  the  20th  day  of  each 
month  to  each  producer  who  did  not  dis¬ 
continue  shipping  milk  to  such  handler 
before  the  15th  day  of  the  month  an 
amount  equal  to  not  less  than  the  uni¬ 
form  price  for  the  preceding  month  less 
10  percent,  multiplied  by  the  hundred¬ 
weight  of  milk  received  from  such  pro- 


by  such  producer  to  be  made  from  pay¬ 
ments  due  pursuant  to  this  paragraph; 

(2)  On  or  before  the  5th  day  of  the 
following  month  to  each  producer  who 
did  not  discontinue  shipping  milk  to 
such  handler  before  the  last  day  of  the 
month  an  amoimt  equal  to  not  less  than 
the  uniform  price  for  the  preceding 
month  less  10  percent,  multiplied  by  the 
hundredweight  of  milk  received  from 
such  producer  after  the  15th  and  through 
the  last  day  of  the  month,  less  proper  de¬ 
ductions  authorized  lay  such  producer  to 
be  made  from  payments  due  pursuant 
to  this  paragraph;  and 

(3)  On  or  before  the  15th  day  of  the 
following  month,  to  each  producer  an 
amount  equal  to  not  less  than  the  uni¬ 
form  price  computed  pursuant  to 
§  1018.72,  adjusted  by  the  butterfat  and 
location  differentials  to  producers,  mul¬ 
tiplied  by  the  total  pounds  of  milk  re¬ 
ceived  from  such  producer,  subject  to 
the  following  adjustment:  (i)  Less  pay¬ 
ments  made  to  such  producer  pursuant 
to  subparagraphs  (1)  and  (2)  of  this 
paragraph,  (ii)  less  marketing  service 
deductions  made  pursuant  to  §  1018.85, 
(iii)  plus  or  minus  adjustment  for 
errors  made  in  previous  payments  made 
to  such  producer,  and  (iv)  less  proper 
deductions  authorized  in  writing  by 
such  producer. 

8.  Delete  the  word,  prices,  in  §  1018.82, 
and  substitute  therefor  the  word,  price. 

9.  Delete  the  word,  prices,  in  S  1018.83, 
and  substitute  therefor  the  word,  price. 

Proposed  by  the  Milk  Marketing 
Orders  Division,  Commodity  Stabiliza¬ 
tion  Service: 

Proposal  No.  2.  Make  such  changes 
as  may  be  necessary  to  make  the  entire 
marketing  agreement  and  the  order  con¬ 
form  with  any  amendments  thereto 
that  may  result  from  this  hearing. 

Copies  of  this  notice  of  hearing  and 
the  order  may  be  procured  from  the 
Market  Administrator.  801-03  Sweet 
Building,  Port  Lauderdale,  Florida,  or 
from  the  Hearing  Clerk,  Room  112,  Ad¬ 
ministration  Building,  United  States  De¬ 
partment  of  Agriculture,  Washington  25, 
D.C.,  or  may  be  there  inspected. 

Issued  at  Washington  D.C.,  May  9, 
1961. 

Robert  G.  Lewis, 
Deputy  Administrator,  Price 
Support,  Commodity  Stabili¬ 
zation  Service. 

[F.R.  Doc.  61-4409;  Filed,  May  11,  1961; 

8:51  a.m.] 

INTERSTATE  COMMERCE 
COMMISSION 

[  49  CFR  Part  77  1 

[Docket No.  3666;  Notice  50] 

TRANSPORTATION  OF  EXPLOSIVES 
AND  OTHER  DANGEROUS  ARTICLES 
BY  PRIVATE  CARRIERS 

Notice  of  Proposed  Rulb  Making 


May  4,  1961. 

ducer  during  the  first  15  days  of  the  Notice  is  hereby  given,  pursuant  to 
month,  less  proper  deductions  authorized  ‘section  4(a)  of  the  Administrative  Pro- 
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cedure  Act  (60  Stat.  237.  5  U.S.C.  1003) 
that  the  Interstate  Commerce  Commis¬ 
sion  has  under  consideration  the  issu¬ 
ance  of  regulations  in  substantially  the 
form  specified  below  under  the  authority 
contained  in  the  Interstate  Commerce 
Act  and  in  the  Transportation  of  Ex- 
-plosives  Act  (secs.  204,  220,  224,  49  Stat. 
546,  as  amended,  563,  as  amended,  566, 
as  amended.  49  U.S.C.  304,  320,  324;  62 
Stat.  738,  74  Stat  808;  18  U.S.C.  834). 
Such  regulations  as  are  proposed  would 
require  private  carriers  by  motor  ve¬ 
hicle  engaged  in  the  transportation  of 
explosives  and  other  dangerous  articles 
in  interstate  or  foreign  commerce  spe¬ 
cifically  described  below  to  file  certain 
reports  with  this  Commission  respecting 
such  operations  and  to  identify  vehicles 
operated  in  such  service  as  those  of  the 
operating  carrier,  as  follows: 

Axjthobitt:  §177.875  and  77.876  issued 
under  secs.  204,  220,  224,  49  Stat.  546,  as 
amended,  663,  as  amended.  566,  sis  amended, 
49  n.S.C.  304,  320,  324;  62  Stat.  738,  74  Stat. 
808;  18  n.S.C.  834. 

§  77.875  Reports  required. 

Every  private  carrier  engaged  in  trans¬ 
porting  liquid  petroleum  and  liquid  pe¬ 
troleum  products,  explosives,  flammable 
or  oxidizing  liquids  and  solids,  flam¬ 
mable  or  poisonous  compressed  gases, 
volatile  liquids  and  solids  which  emit 
poisonous  fumes,  corrosive  liquids,  and 
radioactive  materials  in  interstate  or 
foreign  commerce  shall,  on  or  before 
February  1  of  each  year,  submit  to 


the  Interstate  Commerce  Commission, 
Washington,  D.C.,  a  report  by  letter  or 
postal  card  which  report  shall  include 
the  following  information  concerning  the 
operations  of  such  carrier  during  the 
preceding  calendar  year: 

(a)  The  average  nmnber  of  trucks  and 
tractors  operated  in  interstate  or  foreign 
commerce; 

(b)  The  names  of  all  States  in  or 
through  which  those  vehicles  were  op¬ 
erated;  and 

(c)  The  number  of  accidents  in  which 
those  vehicles  were  involved  wherein 
bodily  injury,  death,  or  property  dam¬ 
age  to  the  extent  of  $250.00  or  more, 
resulted. 

§  77.876  Identification  of  vehicles. 

(a)  General  requirements.  There 
shall  be  displayed  on  both  sides  of  each 
vehicle  operated  under  its  own  power, 
either  alone  or  in  combination,  in  the 
service  of  a  private  carrier  engaged  in 
the  transportation  in  interstate  or  for¬ 
eign  commerce,  of  the  commodities  spe¬ 
cifically  set  forth  in  section  77.875  the 
name  or  trade  name  of  the  carrier  oper¬ 
ating  such  vehicle  and  the  city  or  com¬ 
munity  in  which  such  carrier  maintains 
its  principal  business  office.  If  the  name 
of  any  person  other  than  the  operating 
carrier  appears  on  the  vehicle  operated 
under  its  own  power,  either  alone  or  in 
combination,  the  name  of  the  operating 
carrier  shall  be  followed  by  the  informa¬ 
tion  required  by  this  paragraph,  and  be 
preceded  by  the  words  “operated  by.” 


Nothing  in  these  regulations  shall  pro 
hibit  display  of  such  additional  identifi" 
cation  as  is  not  inconsistent  herewith 

(b)  Size,  shape,  and  color.  The  dis¬ 
play  of  name  and  address  prescribed  in 
paragraph  (a)  of  this  section  shall  be  in 
letters  in  sharp  color  contrast  to  the 
background  and  be  of  such  size,  shape 
and  color  as  to  be  readily  legible,  during 
daylight  hours,  from  a  distance  of  50 
feet  while  the  vehicle  is  not  in  motion 
and  such  display  shall  be  kept  and  main¬ 
tained  in  such  manner  as  to  remain  so 
legible.  If  desired,  display  may  be  ac¬ 
complished  through  use  of  a  removable 
device  so  prepared  as  otherwise  to  meet 
the  identification  and  legibility  require¬ 
ments  of  this  section. 

This  matter  will  be  assigned  for 
hearing  jointly  with  the  proceeding  yj 
No.  33440,  Prevention  of  Rail-Highway 
Grade-Crossing  Accidents  Involving 
Railway  Trains  and  Motor  Vehicles,  at 
a  time  and  place  to  be  hereafter  fixed. 

Notice  of  this  proceeding  shall  be 
given  to  the  general  public  by  depositing 
a  copy  of  this  notice  in  the  Office  of  the 
Secretai-y  of  the  Commission,  Washing¬ 
ton,  D.C.,  and  by  filing  a  copy  thereof 
with  the  Director,  Office  of  the  Federal 
Register. 

By  the  Commission. 

[seal!  Harold  D.  McCoy, 

Secretary. 

(F.R.  Doc.  61-4391;  Filed,  May  11,  1961; 

8:49  a.m.) 


Notices 


department  of  the  interior 

Bureau  of  Land  Management 

[Classification  No.  28;  Arndt.  4] 

ALASKA 

Small  Tract  Classification 

May  4,  1961. 

1.  Pursuant^  to  the  authority  redele- 

to  me  from  Bureau  Order  No.  541, 
dated  April  21,  1954  (19  F.R.  2473),  as 
amended,  by  the  Anchorage  Operations 
supervisor  in  an  order  dated  January  19, 
19W  (26  PJl.  800),  effective  immediately 
Federal  Register  Document  50-6609  as 
amended  by  Federal  Register  Documents 
54-3295,  55-2248,  and  57-6435,  is  hereby 
cancelled  in  so  far  as  it  pertains  to  the 
following  lands: 

Seward  Meridian 

T.  5  S.,  R  16  W., 

Sec.  36:  Lot  1. 

Containing  30.15  acres. 

2.  These  lands  were  segregated  as  a 
school  section  and  were  not  available  for 
disposition  under  the  Small  Tract  Act. 

George  E.  M.  Gustafson, 

Lands  and  Minerals  Officer, 

Anchorage. 

|Pil.  Doc.  61-4380;  Piled.  May  11,  1961; 
8:48  a.m.] 


DEPARTMENT  OF  AGRICULTURE 

Agricultural  Marketing  Service 

HARRISON  SALES  CO.  AND  ASHLAND 
AUCTION  CO. 

Proposed  Posting  of  Stockyards 

The  Chief  of  the  Rates  and  Registra¬ 
tion  Branch,  Packers  and  Stockyards 
Division,  Agricultural  Marketing  Service, 
United  States  Department  of  Agricul¬ 
ture,  has  information  that  the  livestock 
maikets  named  below  are  stockyards  as 
defined  in  section  302  of  the  Packers  and 
Stockyards  Act,  1921,  as  amended  (7 
UJS.C.  202),  and  should  be  made  subject 
to  the  provisions  of  the  act. 

Harrison  Sales  Co.,  Harrison,  Ark. 

Ashland  Auction  Co.,  Ashland,  Ill. 

Jefferson  County  Community  Sale,  Mt. 
Vernon,  Ill. 

Mid-American  Horse  Sales  Co.,  Inc.,  Bon¬ 
ner  Springs,  Kans. 

Notice  is  hereby  given,  therefore,  that 
the  said  Chief,  pursuant  to  authority 
I  delegated  under  the  Packers  and  Stock- 
yards  Act,  1921,  as  amended  (7  U.S.C. 
i  181  et  seq.) ,  proposes  to  issue  a  rule  des¬ 
ignating  the  stockyards  named  above  as 
posted  stockyards  subject  to  the  pro¬ 
visions  of  the  act,  as  provided  in  section 
!  302  thereof. 

Any  person  who  wishes  to  submit  writ¬ 
ten  data,  views,  or  arguments  concern- 
1^  the  proposed  rule  may  do  so  by  filing 
tnem  with  the  Chief,  Rates  and  Regis¬ 


tration  Branch,  Packers  and  Stockyards 
Division,  Agricultural  Marketing  Serv¬ 
ice,  United  States  Department  of  Agri¬ 
culture,  Washington  25,  D.C.,  within  15 
days  after  publication  hereof  in  the 
Federal  Register. 

Done  at  Washington,  D.C.,  this  9th 
day  of  May  1961. 

H.  L.  Jones, 

Acting  Chief,  Rates  and  Reg¬ 
istration  Branch,  Packers  and 
Stockyards  Division,  Agri¬ 
cultural  Marketing  Service. 

[F.R.  Doc.  61-4406;  Filed.  May  11,  1961; 
8:51  a.m.] 


PIKES  PEAK  STOCKMANS  CENTER 
ET  AL. 

Posted  Stockyards  ' 

Pursuant  to  the  authority  delegated 
under  the  Packers  and  Stockyards  Act, 
1921,  as  amended  (7  U.S.C.  181  et  seq.), 
on  the  respective  dates  specified  below 
it  was  ascertained  that  the  livestock 
markets  named  belov/  were  stockyards 
within  the  definition  of  that  term  con¬ 
tained  in  section  302  of  the  act,  as 
amended  (7  U.S.C.  202),  and  were, 
therefore,  subject  to  the  act,  and  notice 
was  given  to  the  owners  and  to  the  pub¬ 
lic  by  posting  notice  at  the  stockyards 
as  required  by  said  section  302. 

Name  and  Location  of  Stockyard  and  Date 
of  Posting 

Colorado 

Pikes  Peak  Stockmans  Center,  Colorado 
Springs;  Apr.  12,  1961. 

Illinois 

G.  &  L.  Sale  Barn,  Hopedale;  Mar.  29,  1961. 

I^NSAS 

Liberal  Sales  Company.  Liberal;  Apr.  13, 
1961. 

New  York 

Farmers  Livestock  Market,  Bath;  Aug.  30, 

1960. 

Oregon 

Valley  Livestock  Sales,  Lebanon;  Mar.  28, 

1961. 

Done  at  Washington,  D.C.,  this  9th 
day  of  May  1961. 

H.  L.  Jones, 

Acting  Chief,  Rates  and  Regis¬ 
tration  Branch,  Packers  and 
Stockyards  Division,  Agri¬ 
cultural  Marketing  Service. 

[F.R.  Doc.  61-4407;  Piled.  May  11,  1961; 
8:51  a.m.] 


SMITH  STOCKYARD  CO.  AND  JASPER 
COUNTY  LIVESTOCK  SALES 

Deposting  of  Stockyards 

It  has  been  ascertained,  and  notice  is 
hereby  given  that  the  stockyards  named 
herein,  originally  posted  on  the  respec¬ 
tive  dates  specified  below  as  being  sub¬ 
ject  to  the  Packers  and  Stockyards  Act, 
1921,  as  amended  (7  U.S.C.  181  et  seq.). 


no  longer  come  within  the  definition  of 
a  stockyard  under  said  act  for  the  rea¬ 
son  that  they  are  no  longer  being  con¬ 
ducted  or  operated  as  public  markets, 
and  are,  therefore,  no  longer  subject  to 
the  provisions  of  the  act. 

Name  and  Location  of  Stockyard  and  Date 
of  Posting 

Jasper  County  Livestock  Sales,  Bay  Springs, 
Miss.;  Feb.  18.  1959. 

Smith  Stockyard  Co.  (formerly  Smith  Stock- 
yard),  Augusta.  Oa.;  May  28,  1959. 

Notice  or  other  public  procedure  has 
not  preceded  promulgation  of  the  fore¬ 
going  rule  since  it  is  found  that  the  giv¬ 
ing  of  such  notice  would  prevent  the  due 
and  timely  administration  of  the  Pack¬ 
ers  and  Stockyards  Act  and  would, 
therefore,  be  impracticable  and  contrary 
to  the  public  interest.  There  is  no  legal 
warrant  or  justification  for  not  deposting 
promptly  a  stockyard  which  is  no  longer 
within  the  definition  of  that  term  con¬ 
tained  in  said  act. 

The  foregoing  is  in  the  nature  of  a 
rule  granting  an  exemption  or  relieving 
a  restriction  and,  therefore,  may  be  made 
effective  in  less  than  30  days  after  pub¬ 
lication  in  the  Federal  Register.  This 
notice  shall  become  effective  upon  pub¬ 
lication  in  the  Federal  Register. 

(42  Stat.  159,  as  amended  and  supplemented; 
7  U.S.C.  181  et  seq.) 

Done  at  Washington,  D.C.,  this  9th 
day  of  May  1961. 

H.  L.  Jones, 

Acting  Chief,  Rates  and  Regis¬ 
tration  Branch,  Packers  and 
Stockyards  Division,  Agri¬ 
cultural  Marketing  Service. 

(P.R.  Doc.  61-4408;  PUed,  May  11,  1961; 
8:51  ajn.] 


Office  of  the  Secretary 
UTAH 

Designation  of  Area  for  Production 
Emergency  Loans 

For  the  purpose  of  making  production 
emergency  loans  pursuant  to  section 
2(a)  of  Public  Law  38,  81st  Congress  (12 
U.S.C.  1148a-2(a)),  as  amended,  it  has 
been  determined  that  in  the  entire  State 
of  Utah  a  production  disaster  has  caused 
a  need  for  agricultufal  credit  not  readily 
available  from  commercial  banks,  co¬ 
operative  lending  agencies,  or  other  re¬ 
sponsible  sources. 

Pursuant  to  the  authority  set  forth 
above,  production  emergency  loans  will 
not  be  made  in  the  above-named  State 
after  December  31, 1961,  except  to  appli¬ 
cants  who  previously  received  such  as¬ 
sistance  and  who  can  qualify  under  es¬ 
tablished  policies  and  procedures. 

Done  at  Washington,  D.C.,  this  5th  day 
of  May  1961. 

Orville  L.  Freeman, 

Secretary. 

[FJl.  Doc.  61-4385;  Dated.  May  11,  1061; 

8:48  a.m.] 
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DEPARTMENT  OF  COMMERCE 

Bureau  of  the  Census 

ANNUAL  SURVEY  OF  LARGE 
COMPANIES 

Revocation  of  Notice  of  Consideration 

The  purpose  of  this  notice  is  to  revoke 
the  notice  published  April  28.  1961  (26 
FJl.  3662) .  which  stated  that  the  Bureau 
of  the  Census  was  considering  a  proposal 
to  conduct  a  new  annual  survey  of  large 
industrial  and  business  firms  under  the 
provisions  of  the  Act  of  Congress  ap¬ 
proved  August  31,  1954  (13  U.S.C.  181, 
224,  225). 

The  reason  for  revocation  of  the  pre¬ 
vious  notice  is  to  defer  the  survey  so  as 
to  permit  additional  study  of  the  most 
effective  methods  for  integrating  the 
proposed  survey  with  related  information 
now  being  collected.  Another  Notice  of 
Consideration  will  be  published  at  least 
thirty  days  before  the  survey  is  con¬ 
ducted. 

A.  Ross  Eckler, 
Acting  Director. 

[Pit.  Doc.  61-4401;  Filed.  May  11.  1961; 

8:50  a.m.] 


Federal  Maritime  Board 
GRACE  LINE,  INC.,  ET  AL. 

Notice  of  Agreements  Filed  for 
Approval 

Notice  is  hereby  given  that  the  follow¬ 
ing  described  sigreements  have  been  filed 
with  the  Board  for  approval  pursuant  to 
section  15  of  the  Shipping  Act,  1916  (39 
Stat.  733, 46  U.S.C.  814) : 

Agreement  No.  7796-6,  between  Grace 
Line,  Inc.,  and  Compania  Sud  Americana 
de  Vapores  (Chilian  Line) ,  modifies  ap¬ 
proved  pooling  agreement  No.  7796,  as 
amended,  to  provide  that  if  the  agree¬ 
ment,  as  amended,  is  cancelled  by  May 
15, 1961,  no  pool  payments  shall  be  made 
by  either  party  to  the  other  with  respect 
to  any  cargo  placed  on  board  vessels  after 
March  31,  1961,  and  that  the  terms  of 
any  final  pooling  agreement  shall  be  ret¬ 
roactive  to  April  1, 1961.  Agreement  No. 
7976,  as  amended,  covers  the  trade  be¬ 
tween  U.S.  Atlantic  ports  and  Chilian 
ports. 

Agreement  No.  7797-4,  between  Gulf 
&  South  American  Steamship  Co.,  Inc., 
and  Compania  Sud  Americana  de  Va¬ 
pores  (C^iilian  Line) ,  modifies  approved 
pooling  Agreement  No.  7797,  as  amended, 
to  provide  that  if  the  agreement,  as 
amended,  is  cancelled  by  May  15, 1961,  no 
pool  payments  shall  be  made  by  either 
party  to  the  other  with  respect  to  any 
cargo  placed  on  board  vessels  after 
March  31,  1961,  and  that  the  terms  of 
any  final  pooling  agreement  shall  be  ret¬ 
roactive  to  April  1,  1961.  Agreement 
No.  7797,  as  amended,  covers  the  trade 
from  U.S.  Gulf  (Key  West  to  Browns¬ 
ville,  inclusive)  to  Chilian  ports. 

Interested  parties  may  inspect  these 
agreements  and  obtain  copies  thereof 
at  the  Office  of  Regulations,  Federal 
Maritime  Board,  Washington,  D.C.,  and 
may  submit,  within  20  days  from  the 


date  of  publication  of  this  notice  in  the 
Federal  Register,  written  statements 
with  reference  to  either  of  these  agree¬ 
ments  and  their  position  as  to  approval, 
disapproval,  or  modification,  together 
with  request  for  hearing  should  such 
hearing  be  desired. 


Dated:  May 8, 1961. 

By  order  of  the  Federal  Maritime 


Board. 

[PR.  Doc.  61-4363: 

8:45 


Thomas  Lisi, 
Secretary. 

Filed,  May  11,  1961; 
a.m.] 


H.  L.  ZIEGLER,  INC.,  ET  AL. 

Notice  of  Agreements  Filed  for 
Approval 

Notice  is  hereby  given  that  the  follow¬ 
ing  described  agreements  have  been  filed 
with  the  Board  for  approval  pursuant  to 
section  15  of  the  Shipping  Act  1916  (39 
Stat.  733,46  U.S.C.  814): 

Agreement  No.  8629  between  H.  L. 
Ziegler,  Inc.,  Houston,  Texas,  and  T.  J. 
Hanson,  Beaumont,  Texas. 

Agreement  No.  8631  between  Ziegler 
and  H.  S.  Thielen,  Inc.,  Lake  Charles, 
Louisiana. 

Agreement  No.  8632  between  Ziegler 
and  J.  W.  Hampton,  Jr.  &  Co.,  Inc.,  New 
York,  New  York. 

The  terms  of  the  agreements  are  iden¬ 
tical.  Each  one  provides  for  a  coopera¬ 
tive  working  agreement  under  which  the 
parties  will  perform  freight  forwarding 
services  for  each  other.  The  party  per¬ 
forming  the  service  will  retain  the  en¬ 
tire  forwarding  fee;  ocean  freight  brok¬ 
erage  will  be  divided  equally. 

Interested  parties  may  inspect  these 
agreements  and  obtain  copies  thereof  at 
the  Office  of  Regulations,  Federal  Mari¬ 
time  Board,  Washington,  D.C.,  and  may 
submit,  within  20  days  after  publication 
of  this  notice  in  the  Federal  Register, 
written  statements  with  reference  to 
them,  and  their  position  as  to  approval, 
disapproval,  or  modification,  together 
with  request  for  hearing  should  such 
hearing  be  desired.  ' 


Dated:  May  8, 1961. 

By  order  of  the  Federal  Martime 
Board. 

Thomas  Lisi, 
Secretary. 

[F.R.  Doc.  61-4364;  Filed,  May  11,  1961; 
8:45  a.m.] 


1  Joint  Service  Agreement  No.  8023  [ 

ELLERMAN  AND  PAPAYANNI  LINES 
LTD.  AND  COMPAGNIE  DE  NAVI¬ 
GATION  FRAISSINET  ET  CYPRIEN 
FABRE 

Notice  of  Request  for  Cancellation 

Notice  is  hereby  given  that  Ellerman 
&  Papayanni  Lines  Limited  and  Com- 
pagnie  de  Navigation  Fraissinet  et  Cyp- 
rien  Fabre,  parties  to  the  agreement 
described  below,  have  requested  cancel¬ 
lation  thereof: 

Agreement  No.  8023  covers  the  estab¬ 
lishment  and  maintenance  by  the  parties 


of  a  joint  cargo  service  (with  limited 
passenger  accommodations)  under  ^ 
trade  name  of  “Ellerman  Fabre 
Service”,  in  the  trade  between  ports  on 
the  Great  Lakes  (Canadian  and  US) 
St.  Lawrence  River,  Eastern  Canada,  and 
on  seas  and  waters  adjacent  to  each,  and 
ports  in  Portugal,  Spain,  on  the  Atlantic 
Coast  of  Morocco,  and  on  the  Mediter¬ 
ranean  Sea  including  ports  on  seas  and 
waters  adjacent  to  each,  and  all  ports  or 
places  en  route  including  but  not  limited 
to  islands  of  the  Atlantic. 

Any  written  statements,  comments  or 
protests  with  respect  to  the  cancellation 
of  Agreement  No.  8023,  pursuant  to  sec¬ 
tion  15  of  the  Shipping  Act,  1916,  or  re¬ 
quest  for  hearing  in  connection  there¬ 
with,  may  be  filed  with  the  Secretary 
Federal  Maritime  Board,  Washington  25 
D.C.,  within  20  days  from  the  date  of 
publication  of  this  notice  in  the  Federal 
Register. 


Dated:  May  8,  1961. 

By  order  of  the  Federal  Maritime 
Board. 

Thomas  Lisi, 
Secretary. 

[F.R.  Doc.  61-4365;  Filed,  May  11,  I96i; 
8:46  a.m.] 


FEDERAL  AVIATION  AGENCY 

(OE  Docket  No.  61-FW-31] 

CONSTRUCTION  OF  OIL  DERRICK 

Notice  of  No  Airspace  Objection 

The  Federal  Aviation  Agency  has  cir¬ 
cularized  the  following  proposal  to  the 
aviation  industry  for  comment  and  has 
conducted  an  aeronautical  study  to  de¬ 
termine  its  effect  upon  the  utilization  of 
airspace:  Low  Drilling  Company,  Inc., 
Cisco,  Texas,  proposes  to  erect  an  oil 
derrick  near  Abilene,  Texas,  at  latitude 
32®25'34"  north,  longitude  99’40'52'' 
west.  The  overall  height  of  the  struc¬ 
ture  would  be  1903  feet  above  mean  sea 
level  (135  feet  above  ground) .  The  pro¬ 
posed  structure  would  be  temporary  and 
would  remain  in  place  approximately  10 
days. 

No  aeronautical  objections  were  made 
in  response  to  the  circularization.  The 
aeronautical  study  by  the  Agency  dis¬ 
closed  that  the  proposed  structure  would 
be  located  1015  feet  east  of  the  Abilene, 
Texas.  Municipal  Airport  north/south 
runway  and  would  penetrate  the  transi¬ 
tion  surface  of  Agency  TSO-N18  cri¬ 
teria  as  applied  to  this  runway  by  52 
feet.  However,  the  study  revealed  the 
structure  would  have  no  substantial  ad¬ 
verse  effect  upon  aeronautical  operations, 
procedures  or  minimum  flight  altitudes. 

Therefore,  I  find  that  this  proposed 
structure  at  the  location  and  mean  sea 
level  elevation  specified  herein  would 
have  no  substantial  adverse  effect  upon 
aeronautical  operations,  procedures  or 
minimum  flight  altitudes  and  conclude 
that  no  objection  thereto  from  an  air¬ 
space  utilization  standpoint  be  inter¬ 
posed  by  the  Agency,  provided  that  the 
structure  be  obstruction  marked  arid 
lighted  in  accordance  with  applicable 
rules  and  standards  and  that  the  struc- 
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ture  is  removed  upon  completion  of  drill- 
jug  operations. 

This  finding  will  be  effective  upon  the 
date  of  its  publication  in  the  Federal 
register- 

Issued  in  Washington,  D.C.,  on  May  5, 
1961 

Lee  E.  Warren, 

Acting  Director,  Bureau  of 
Air  Truffle  Management. 

iPE  Doc.  61-4366;  Piled,  May  11,  1961; 

‘  ■  8:46  a.m.J 

federal  communications 

COMMISSION 

[Docket  Nos.  13931-13933;  FCC  61M-810] 

BURLINGTON  BROADCASTING  CO. 
ET  AL. 

Order  Scheduling  Prehearing 
Conference 

In  re  applications  of  William  S.  Hal- 
pern  and  Louis  N.  Seltzer,  d/b  as  Bur¬ 
lington  Broadcasting  Company,  Bur¬ 
lington,  New  Jersey,  Docket  No.  13931, 
PUe  No.  BP-12580;  Burlington  County 
Broadcasting  Company,  Mount  Holly, 
New  Jersey,  Docket  No.  13932,  File  No. 
bp-13871;  John  J.  Farina,  tr/as  Mount 
Holly-Burlington  Broadcasting  Com¬ 
pany,  Mount  Holly,  New  Jersey,  Docket 
No.  13933,  File  No.  BP-13952;  for  con¬ 
struction  permits. 

Pursuant  to  a  prehearing  conference 
in  this  proceeding  as  of  this  date:  It  is 
ordered.  This  5th  day  of  May  1961,  that 
a  further  prehearing  conference  will  be 
held  on  May  15,  1961,  3:00  p.m.,  in  the 
offices  of  the  Commission,  Washington, 
D.C.,  to  include  Oral  Argument  on  “pe¬ 
tition  for  leave  to  amend”  filed  April  26, 
1961,  on  behalf  of  John  J.  Farina,  tr/as 
Mount  Holly-Buiiington  Broadcasting 
Company. 

Released:  May  8,  1961. 

Federal  Communications 
Commission, 

[seal]  Ben  F.  Waple, 

Acting  Secretary. 

1P.R.  Doc.  61-4402;.  Filed,  May  11,  1961; 
8:50  a.m.] 


'[Docket  No.  13972;  FCC  61M-8121 

WIRELINE  RADIO,  INC. 

Order  Continuing  Hearing 

In  re  application  of  Wireline  Radio, 
Inc.,  Lewisburg,  Pennsylvania,  Docket 
No.  13972,  File  No.  BR-3511 ;  for  renewal 
of  license  of  Station  WITT,  Lewisburg, 
Pennsylvania. 

The  Hearing  Examiner  having  under 
consideration: 

(a)  Order  After  Pieheaving  Confer¬ 
ence  released  April  5,  1961 ; 

(b)  Supplemental  Order  After  Pre- 
hearing  Conference  released  April  10, 
1961; 

(c)  A  Request  for  Deletion  of  Speci¬ 
fied  Date  for  Filing  Petition,  filed  on  be¬ 
half  of  the  applicant  on  April  26,  1961; 
and 


(d)  A  Partial  Opposition  filed  on  be¬ 
half  of  the  Broadcast  Bureau  on  May  2, 
1961; 

It  appearing  that  in  the  Supplemental 
Order  After  Prehearing  Conference  the 
hearing  was  postponed  without  date  pro¬ 
vided  that  counsel  for  the  applicant  file 
a  petition  for  reconsideration  no  later 
than  April  21, 1961 ; 

It  further  appearing  that  through  in¬ 
advertence  counsel  for  the  applicant  was 
not  served  with  a  copy  of  such  Supple¬ 
mental  Order  and  such  counsel  alleges 
that  he  did  not  learn  of  its  contents  until 
April  24,  1961,  or  three  days  after  the 
April  21st  deadline  when  he  inquired 
about  the  Order  at  the  Commission; 

It  further  appearing  that  the  Broad¬ 
cast  Bureau  stated  in  its  Partial  Opposi¬ 
tion  that  it  believes  the  Examiner  should 
postpone  the  hearing  herein  without 
date  provided  the  applicant  files  a  peti¬ 
tion  for  reconsideration  on  or  before 
May  10,  1961,  and  accordingly  appears 
to  have  no  objection  to  the  granting  of 
an  opportunity  to  the  applicant  to  pre¬ 
sent  a  timely  petition  for  reconsideration 
and  receive  a  ruling  thereon  before  a 
hearing  is  held  herein  on  the  issues 
designated  in  the  Commission’s  Order 
released  March  14,  1961 ; 

It  further  appearing  that  on  May  4, 
1961,  applicant  filed  its  Petition  for  Re¬ 
consideration  and  Grant  Without  Hear¬ 
ing;  and 

It  further  appearing  that  in  view  of  all 
of  the  foregoing,  the  Request  for  Dele¬ 
tion  of  Specified  Date  for  Filing  Petition 
should  be  granted  insofar  as  it  asks  that 
the  hearing  herein  be  postponed  without 
date  pending  a  ruling  by  the  Commis¬ 
sion  on  the  aforementioned  Petition  for 
Reconsideration  and  Grant  Without 
Hearing ; 

It  is  ordered,  This  5th  day  of  May  1961, 
that  the  requirement  set  forth  in  the 
Supplemental  Order  After  Prehearing 
Conference  released  April  10,  1961,  that 
counsel  for  the  applicant  shall  file  a  peti¬ 
tion  for  reconsideration  no  later  than 
April  21, 1961,  as  a  condition  to  the  post¬ 
ponement  of  the  hearing  herein  without 
date,  is  deleted,  and  that  the  hearing 
herein  is  postponed  without  date  pend¬ 
ing  a  ruling  by  the  Commission  on  the 
Petition  for  Reconsideration  and  Grant 
Without  Hearing  filed  by  the  applicant 
on  May  4,  1961. 

Released:  May  9,  1961. 

Federal  Communications 

Commission, 

I  sEALl  Ben  F.  Waple, 

Acting  Secretary. 

[F.R.  Doc.  61-4403;  Filed,  May  11,  1961; 

8:50  a.m.] 


FEDERAL  POWER  COMMISSION 

[Docket  No.  CP61-201] 

COLORADO-WYOMING  GAS  CO. 

Notice  of  Application  and  Date  of 
Hearing 

May  5,  1961. 

Take  notice  that  on  January  24,  1961, 
Colorado-Wyoming  Gas  Company  (Ap¬ 
plicant),  888  Sherman  Street,  Denver, 


Colorado,  filed  an  application  as  supple¬ 
mented  on  March  24,  1961,  in  Docket  No. 
CP61-201,  pursuant  to  Section  7  of  the 
Natural  Gas  Act,  for  a  certificate  of 
public  convenience  and  necessity  seek¬ 
ing  authorization  to  construct  and  oper¬ 
ate  approximately  16.7  miles  of  16-inch 
transmission  line  in  Adams  and  Boulder 
Counties,  Colorado,  and  two  meter  sta¬ 
tions  in  Jefferson  and  Adams  Counties, 
Colorado,  all  north  and  west  of  Denver; 
and  for  permission  and  approval  to  aban¬ 
don  and  sell  to  Public  Service  Company 
of  Colorado  (Public  Service)  certain 
transmission,  metering  and  regulating 
facilities  located  in  recently  urbanized 
areas  north  and  west  of  Denver,  all  as 
more  fully  set  forth  in  the  application,  as 
supplemented,  on  file  with  the  Commis¬ 
sion  and  open  to  public  inspection. 

Applicant  states  that  it  sells  natural 
gas  to  Public  Service  for  resale  through 
seventeen  existing  meter  stations  in  the 
suburban  area  north  and  west  of  Den¬ 
ver;  Applicant  also  sells  gas  to  two  direct 
sale  customers  from  its  facilities  in  this 
area,  which  will  be  transferred  to  Public 
Service  as  proposed  herein. 

The  application  shows  that  the  pro¬ 
posed  transmission  line  will  parallel  a 
portion  of  the  present  Mesa-Boulder  line 
and  tie  into  the  10-inch  Broomfleld- 
Louisville  line  approximately  two  miles 
south  of  Louisville,  Colorado.  The  pro¬ 
posed  new  line  will  transport  the  gas 
presently  transported  through  the  facili¬ 
ties  proposed  to  be  sold  or  abandoned. 
Applicant  also  proposes  to  construct  and 
operate  two  new  meter  stations;  one  at 
the  Platte  River  to  meter  gas  delivered 
from  the  Mesa-Boulder  line  to  the  88th 
Avenue  line  and  the  other,  called  the 
Carr  Street  Station,  to  meter  gas  de¬ 
livered  from  Applicant’s  Louisville- 
Broomfield  line  to  the  Arvada-Golden 
line. 

The  Applicant  recites  that  it  proposes 
to  abandon  by  sale  to  Public  Service  all 
facilities  west  of  its  proposed  Platte 
River  Meter  Station,  which  facilities  in¬ 
clude  about  28  miles  of  3-  to  12-inch 
transmission  lines  and  meter  stations 
operated  by  Applicant  on  88th  Avenue  in 
Denver  and  North  Westminster,  Arvada 
and  Golden,  all  on  the  outskirts  of  Den¬ 
ver.  Some  of  the  meter  station  equip¬ 
ment  not  suitable  for  use  by  Public  Serv¬ 
ice  is  to  be  removed  and  returned  to 
Applicant’s  stock. 

Applicant  states  that  the  proposed 
construction  of  facilities  and  the  sale  of 
facilities  to  Public  Service  will  provide 
safer  and  more  adequate  service  to  the 
outskirts  of  Denver  since  Public  Service 
will  operate  the  acquired  lines,  which  are 
in  congested  areas,  at  lower  pressures 
than  those  required  in  Applicant’s  high 
pressure  transmission  operations. 

Applicant  further  proposes  to  transfer 
two  of  its  direct  industrial  customers. 
The  Denver  Brick  &  Pipe  Company  and 
Adolph  Coors  Company,  to  Public  Serv¬ 
ice.  The  application  shows  that  both 
industrials  have  no  objection  to  said 
transfer. 

Applicant  states  that  its  peak  day  and 
annual  requirements  will  not  be  affected 
by  the  proposed  construction  and  aban¬ 
donment. 
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Public  Service  will  pay  Applicant  the 
depreciated  original  cost  of  the  facilities 
to  be  sold  as  of  the  date  of  transfer  of 
said  facilities.  Such  cost  is  estimated  to 
be  $409,872  as  of  December  31,  1961. 

The  total  cost  of  Applicant’s  proposed 
facilities  is  estimate  to  be  $975,630, 
which  cost  will  be  financed  from  work¬ 
ing  funds  and  short-term  loans  from  its 
parent  company.  Public  Service. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end: 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections 
7  and  15  of  the  Natural  Gas  Act,  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  on  June 
12,  1961,  at  9:30  a.m.,  e.d.s.t..  in  a  Hear¬ 
ing  Room  of  the  Federal  Power  Commis¬ 
sion,  441  G  Street  NW.,  Washington, 
D.C.,  concerning  the  matters  involved  in 
and  the  issues  presented  by  such  appli¬ 
cation:  Provided,  however.  That  the 
Commission  may,  after  a  non-contested 
hearing,  dispose  of  the  proceedings  pur¬ 
suant  to  the  provisions  of  §  1.30(c)  (1) 
or  (2)  of  the  Commission’s  rules  of  prac¬ 
tice  and  procedure.  Under  the  proce¬ 
dure  herein  provided  for,  unless  other¬ 
wise  advised,  it  will  be  unnecessary  for 
Applicant  to  appear  or  be  represented  at 
the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10)  on  or  before  May 
31, 1961.  Failure  of  any  party  to  appear 
at  and  participate  in  the  hearing  shall  be 
construed  as  waiver  of  and  concurrence 
in  omission  herein  of  the  intermediate 
decision  procedure  in  cases  where  a  re¬ 
quest  therefor  is  made. 

Joseph  H.  GuTRroE, 
Secretary. 

[PJl.  Doc.  61-4371;  Piled,  May  11,  1961; 

8:47  ajn.] 


[Docket  No.  CP61-2451 

DAYTON  POWER  AND  LIGHT  CO. 

Notice  of  Application 

May  5, 1961. 

Take  notice  that  Dayton  Power  and 
Light  Company  (Applicant),  25  North 
Main  Street,  Dasrton,  Ohio,  filed  an  ap¬ 
plication  on  March  15, 1961,  for  an  order 
pursuant  to  section  7(a)  of  the  Natural 
Gas  Act,  directing  Ohio  Fuel  Gas  Com¬ 
pany  (Ohio  Fuel)  to  establish  a  physical 
connection  between  its  existing  Trans¬ 
mission  facilities  and  certain  proposed 
facilities  of  Applicant,  and  the  sale  and 
delivery  of  natural  gas  to  Applicant  for 
resale  in  and  near  the  community  of 
Russia,  Shelby  County,  Ohio,  as  herein¬ 
after  described,  all  as  more  fully  de¬ 
scribed  in  the  application,  which  is  on 
file  with  the  Commission  and  open  to 
public  inspection. 

Applicant  proposes  to  construct  and 
operate  approximately  3,841  feet  of 
3-inch  pipeline  from  a  tap  on  Ohio’s  ex¬ 
isting  line  to  the  south  side  of  Russia, 


and  a  complete  distribution  system  in 
and  about  Russia. 

The  application  states  that  Russia  has 
no  natural  gas  service  at  the  present 
time  and  has  113  prospective  gas  con¬ 
sumers  (population  272).  Applicant  is 
engaged  in  furnishing  electricity  and 
natural  gas  to  other  communities  in 
Shelby  County,  Ohio,  and  presently  fur¬ 
nishes  electric  service  to  consumers  in 
Russia.  It  obtains  substantially  all  of 
its  gas  requirements  from  Ohio  Fuel. 

The  estimated  cost  of  constructing  the 
supply  line  facilities  is  estimated  to  be 
$10,914  and  the  cost  of  the  distribution 
system  facilities  in  Russia  is  estimated  to 
be  $41,282.  'The  cost  of  the  construction 
and  facilities  will  be  paid  for  out  of  Ap¬ 
plicant’s  cash  on  hand. 

Ohio  Fuel  will  not  be  required  to  fur¬ 
nish  any  facilities  other  than  those  nec¬ 
essary  to  regulate  and  measure  the  nat¬ 
ural  gas  sold  to  Applicant. 

Estimated  requirements  in  the  pro¬ 
posed  service  area  are  as  follows: 


1st  year 

2d  year 

3d  year 

14,948 

148 

20,398 

176 

22,663 

19 

On  April  10,  1961,  Ohio  Fuel  filed  an 
answer  to  the  application  stating  that  it 
had  no  objection  to  a  Commission  order 
directing  the  sale  and  that  such  sale 
would  not  place  a  burden  upon  its  pres¬ 
ent  system  or  deliveries  to  other  cus¬ 
tomers. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Com¬ 
mission,  Washington  25,  D.C.,  in  accord¬ 
ance  with  the  rules  of  practice  and  pro¬ 
cedure  (18  CJFR  1.8  or  1.10)  on  or  before 
May  26, 1961. 

Joseph  H.  Gutride, 

Secretary. 

[P.R.  Doc.  61-4372;  Piled.  May  11,  1961; 

8:47a.m.l 


[Docket  No.  CP61-227] 

KANSAS-NEBRASKA  NATURAL  GAS 
CO.,  INC. 

Notice  of  Application  and  Date  of 
Hearing 

May  5,  1961. 

Take  notice  that  on  March  1,  1961,  as 
supplemented  on  March  30,  1961,  Kan- 
sas-Nebraska  Natural  Gas  Company, 
Inc.  (Applicant),  Hastings,  Nebraska, 
filed  in  Docket  No.  CP61-227  an  appli¬ 
cation  pursuant  to  section  7(c)  of  the 
Natural  Gas  Act  for  a  certificate  of 
public  convenience  and  necessity  au¬ 
thorizing  the  construction  and  operation 
of  field  facilities  to  enable  Applicant  to 
take  into  its  certificated  pipeline  system 
natural  gas  which  will  be  purchased 
from  producers  thereof  from  time  to 
time  during  the  12-month  period  follow¬ 
ing  the  date  of  certificate  authorization, 
at  a  total  cost  not  to  exceed  $1,500,000, 
with  no  single  project  to  exceed  a  cost 
of  $500,000,  all  as  more  fully  set  forth  in 
the  application  and  supplement  which 
are  on  file  with  the  Commission  and 
open  to  public  inspection. 


The  purpose  of  this  “budget-type”  an. 
plication  is  to  augment  Applicant’s  abU 
ity  to  act  with  reasonable  dispatch  in 
contracting  for  and  connecting  to  S 
pipeline  system  new  supplies  of  naturS 
gas  in  various  producing  areas  generau! 
coextensive  with  said  system.  ^ 

Applicant  proposes  to  finance  the  cost 
of  the  subject  facilities  from  current 
working  capital.  No  new  or  additional 
sale  of  natural  gas  is  proposed. 

This  matter  is  one  that  should  be  dis- 
posed  of  as  promptly  as  possible  under 
the  applicable  iiiles  and  regulations  and 
to  that  end: 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections 
7  and  15  of  the  Natural  Gas  Act,  and 
the  Commission’s  rules  of  practice  and 
procedure,  a  hearing  will  be  held  on  June 
6, 1961,  at  9:30  a.m.,  e.d.s.t.,  in  a  Hearing 
Room  of  the  Federal  Power  Commission, 
441  G  Street  NW.,  Washington,  D.C., 
concerning  the  matters  involved  in  and 
the  issues  presented  by  such  application: 
Provided,  however.  That  the  Commission 
may,  after  a  non-contested  hearing,  dis¬ 
pose  of  the  proceedings  pursuant  to  the 
provisions  of  §  1.30(c)  (1)  or  (2)  of  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure.  Under  the  procedure  herein 
provided  for,  unless  otherwise  advised,  it 
will  be  unnecessary  for  Applicant  to  ap¬ 
pear  or  be  represented  at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10)  on  or  before  May 
26,  1961.  Failure  of  any  party  to  appear 
at  and  participate  in  the  hearing  shall 
be  construed  as  waiver  of  and  concur¬ 
rence  in  omission  herein  of  the  inter¬ 
mediate  decision  procedure  in  cases 
where  a  request  therefor  is  made. 

Joseph  H.  Gutride, 
Secretary. 

[F.R.  Doc.  61-4373;  Piled,  May  11,  1961; 

8:47a.m.l 


[Docket  No.  CP61-30  etc.J 

NATURAL  GAS  PIPELINE  COMPANY 
OF  AMERICA  ET  AL. 

Order  Granting  Motion  for  Severance 
and  Omission  of  Intermediate  De¬ 
cision  Procedure 

May  5, 1961. 

Natural  Gas  Pipeline  Company  of 
America,  Docket  Nos.  CP61-30  and  cjP61- 
185;  Texaco  Seaboard  Inc.,  Docket  No. 
CI61-118;  Texaco  Inc.,  Docket  No. 
CI61-119;  Humble  Oil  &  Refining  Com¬ 
pany,  Docket  No.  CI61-157. 

On  April  25,  1961,  Natural  Gas  Pipe¬ 
line  Company  of  America  (Natural) 
orally  moved,  upon  the  conclusion  of 
hearings  upon  its  applications  in  Docket 
Nos.  CP61-30  and  CP61-185,  to  sever 
these  dockets  from  the  remaining  dockets 
in  this  consolidated  proceeding  and  to 
omit  the  intermediate  decision  in  Docket 
Nos.  CP61-30  and  CP61-185.  The  mo¬ 
tion  is  opposed  by  the  interveners  Fuels 
Research  Council,  Inc.,  National  Com 
Association,  United  Mine  Workers  of 
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friday»  May  12,  1961 

America  and  Mid-West  Coal  Producers 
^tute,  Inc.  (Coal  Interests).  The 
^  interests  question  the  existence  of 
j^mpelling  need  to  omit  the  inter- 
*  ediate  decision  procedure. 

^Natural  proposes,  in  its  application, 
the  installation  and  operation  of  facili- 
L  designed  to  increase  its  daily 
^n  capacity  by  a  total  of  160,000 
Mcf  per  avers  that  it  will  be 

^^jgssary,  in  order  to  implement  its 
roposals  in  time  to  meet  increased  re- 
juir^imts  of  its  customers  for  the  next 
^ter,  to  place  firm  orders  for  the  addi¬ 
tional  transmission  equipment  by  June  1, 
1961.  Statements  by  counsel  partici¬ 
pating  in  the  hearing  indicate  that 
important  issues  are  raised  by  Natural’s 
applications,  but  that  they  are  few  in 
number.  It  appears  therefore,  in  view 
of  the  magnitude  of  Natural’s  project 
and  the  absence  of  a  great  number  of 
controversial  issues,  that  we  should  con¬ 
sider  and  dispose  of  such  issues  which 
are  presented  at  the  earliest  possible 
date. 

The  Commission  finds: 

(1)  Giood  cause  exists  for  severing 
Docket  Nos.  CP61-30  and  CP61-185  from 
the  Docket  Nos.  CI61-118,  CI61-119,  and 
CI61-157. 

(2)  Due  and  timely  execution  of  the 
Commission’s  functions  under  the  Nat¬ 
ural  Gas  Act  requires  the  omission  of 
the  intermediate  decision  procedure  in 
the  proceedings  on  Docket  Nos.  CP61-30 
and  CP6 1-185. 

The  CTOmmission  orders: 

(A)  The  proceedings  in  Docket  Nos. 
CP61-30  and  CP6 1-185  are  hereby  sev¬ 
ered  from  the  proceedings  involved  in 
Docket  Nos.  CI61-118,  CP61-119,  and 
CI61-157. 

(B)  The  intermediate  decision  pro¬ 
cedure  in  the  Docket  Nos.  CP61-3p  and 
CP61-185  is  hereby  omitted. 

By  the  Commission. 

Joseph  H.  Outride, 
Secretary. 

[PE.  Doc.  61-4374;  Piled,  May  11,  1961; 
8:47  a.m.] 


[Docket  No.  CP61-111] 

NATURAL  GAS  PIPELINE  COMPANY 
OF  AMERICA  AND  TRANSCONTI¬ 
NENTAL  GAS  PIPE  LINE  CORP. 

Notice  of  Application  and  Date  of 
Hearing 

May  5,  1961. 

Take  notice  that  on  October  6,  1960, 
Peoples  Gulf  Coast  Natural  Gas  Pipe¬ 
line  Company  (Gulf  Coast)  ‘  and  ’Ti-ans- 
continental  Gas  Pipe  Line  Corporation 
<Transco)  filed  a  joint  application  in 
Docket  No.  CP61-111,  as  supplemented 
on  October  24,  1960  and  November  14. 
I960,  pursuant  to  section  7  of  the  Natural 
Gas  Act  for: 

<1)  A  certificate  of  public  convenience 
and  necessity  authorizing  the  exchange 

’On  October  17.  1960,  Natural  Gas  Pipe¬ 
line  Ck).  of  America  (Natural)  filed  a  motion 
requesting  that  its  name  be  substituted  for 
of  Peoples  Gulf  Coast  Natural  Gas  Pipe- 
nne  Co.  as  joint  Applicant  in  the  above- 
entltled  docket. 


FEDERAL  REGISTER 

and  delivery  of  natural  gas  between  Nat¬ 
ural  and  Transco  and  the  construction 
and  operation  of  the  necessary  inter¬ 
change  facilities  therefor; 

(2)  Permission  for  the  abandonment 
by  Transco  of  approximately  17.25  miles 
of  10-inch  lateral  pipeline  located  in 
Refugio  County,  Texas,  being  a  part  of 
Transco’s  existing  St.  Charles  lateral 
that  connects  the  mainline  facilities  of 
Transco  with  the  pipeline  of  Western 
Natural  Gas  Company  in  Aransas 
County,  Texas;  and, 

(3)  A  certificate  of  public  convenience 
and  necessity  authorizing  the  acquisi¬ 
tion  and  operation  by  Natural  of  said 
17.25  miles  of  pipeline  to  be  abandoned 
by  Transco; 

all  as  more  fully  set  forth  in  the  applica¬ 
tion  on  file  with  the  Commission  and 
open  to  public  inspection. 

The  application  states:  The  sections 
of  the  mainline  transmission  systems  of 
Natural  and  Transco  in  Refugio  County, 
Texas,  are  approximately  parallel. 
Transco  now  operates  a  10-inch  lateral 
gathering  line,  known  as  its  St.  Charles 
lateral,  extending  southeasterly  from  its 
main  pipeline  across  Natural’s  mainline 
in  Refugio  County  to  a  connection  with 
pipeline  facilities  of  Western  Natural 
Gas  Company  in  Aransas  County,  Texas. 
Transco’s  St.  Charles  lateral  substan¬ 
tially  parallels,  for  a  distance  of  approx¬ 
imately  17  miles,  a  part  of  the  route  of 
the  8-inch  and  6-inch  lateral  lines.  Nat¬ 
ural  was  authorized  in  Docket  No.  G19086 
to  construct  and  operate  to  connect  its 
gas  reserves  in  the  Zoller  and  Fulton 
Beach  Fields. 

The  unused  capacity  in  Transco’s  St. 
Charles  lateral  is  more  than  adequate  to 
accommodate  the  volumes  of  gas  to  be 
made  available  to  Natural  from  the 
Zoller  and  Fulton  Beach  Fields.  Natural 
and  Transco  have  entered  into  an  agree¬ 
ment  for  the  purchase  by  Natural  of  the 
approximately  17  miles  of  Transco’s  St. 
Charles  lateral  extending  from  Natural’s 
main  pipeline  to  the  Zoller  and  Fulton 
Beach  Fields.  Transco  will  continue  to 
own  and  operate  the  remainder  of  its  St. 
Charles  lateral  connecting  with  the  pipe¬ 
line  facilities  of  Western  Natural  <3as 
Company  and  Natural  proposes  to  trans¬ 
port  to  its  mainline,  in  addition  to  gas 
it  will  receive  from  the  Zoller  and  Fulton 
Beach  Fields,  gas  now  available  to 
Transco  and  transported  through  its  St. 
Charles  lateral.  In  exchange  for  Trans¬ 
co’s  gas  delivered  into  Natural’s  main¬ 
line,  Natural  will  deliver  an  equivalent 
volume  to  Transco  from  its  gas  reserves 
in  the  Wast  Bernard  area. 

The  application  further  states  that 
the  proposals  therein  will  result  in  a  net 
reduction  of  approximately  $60,000  in  the 
estimated  cost  of  Natural’s  facilities  to 
attach  its  Zoller  and  Fulton  Beach  re¬ 
serves,  will  eliminate  duplication  of  fa¬ 
cilities  in  the  area,  and  will  provide  an 
interconnection  of  the  pipelines  of  Nat¬ 
ural  and  Transco,  all  of  which  will  serve 
the  public  interest. 

Natural  proposes  to  acquire  said  fa¬ 
cilities  at  Transco’s  original  cost  less 
depreciation,  which  amount  as  of  August 
31,  1960,  was  $292,435.73,  and  said  ac¬ 
quisition  will  be  financed  as  a  part  of 
Natural’s  Docket  No.  G-19086  expansion 


program.  The  cost  of  any  other  neces¬ 
sary  facilities  is  said  to  be  di  minimu 
and  will  be  met  by  applicants  from  funds 
on  hand. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end: 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections 
7  and  15  of  the  Natural  Gas  Act,  and 
the  Commission’s  rules  of  practice  and 
procedure,  a  hearing  will  be  held  on 
June  13,  1961,  at  9:30  am.,  e.d.s.t.,  in  a 
Hearing  Room  of  the  Federal  Power 
Commission,  441  G  Street  NW.,  Wash¬ 
ington,  D.C.,  concerning  the  matters  in¬ 
volved  in  and  the  issues  presented  by 
such  application:  Provided,  however, 
That  the  Commission  may,  after  a  non- 
contested  hearing,  dispose  of  the  pro¬ 
ceedings  pursuant  to  the  provisions  of 
§  1.30(c)  (1)  or  (2)  of  the  Commission’s 
rules  of  practice  and  procedure.  Under 
the  procedure  herein  provided  for,  unless 
otherwise  advised,  it  will  be  unnecessary 
for  Applicant  to  appear  or  be  represented 
at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Com¬ 
mission,  Washington  25,  D.C.,  in  ac¬ 
cordance  with  the  rules  of  practice  and 
procedure  (18  CFR  1.8  or  1.10)  on  or 
before  May  31,  1961.  Failure  of  any 
party  to  appear  at  and  participate  in 
the  hearing  shall  be  construed  as  waiver 
of  and  concurrence  in  omission  herein 
of  the  intermediate  decision  procedure 
in  cases  where  a  request  therefor  is  made. 

Joseph  H.  Gutride, 

Secretary. 

[F.R.  Doc.  61-4375;  Piled,  May  11.  1961; 

8:47  a.m.) 

# 

[Docket  No.  CP61-252] 

MICHIGAN  WISCONSIN  PIPE  LINE 
CO. 

Notice  of  Application  and  Date  of 

Hearing 

May  8,  1961. 

Take  notice  that  on  March  24,  1961, 
Michigan  Wisconsin  Pipe  Line  Company 
(Applicant),  645  Griswold  Street,  De¬ 
troit  26,  Michigan,  filed  in  Docket  No. 
CP6 1-252  an  application  pursuant  to 
section  7(c)  of  the  Natural  Gas  Act  for 
a  certificate  of  public  convenience  and 
necessity  authorizing  the  construction 
and  operation  of  lateral  and  gathering 
facilities  to  enable  Applicant  to  take 
into  its  certificated  main  pipeline  system 
natural  gas  which  may  be  purchased 
from  producers  thereof  from  time  to  time 
during  the  12-month  period  following 
the  date  of  such  certificate  authoriza¬ 
tion,  at  a  total  cost  not  to  exceed  $3,000,- 
000,  with  no  single  project  to  exceed  a 
cost  of  $500,000,  all  as  more  fully  set 
forth  in  the  application  which  is  on  file 
with  the  Commission  and  open  to  public 
inspection. 

The  purpose  of  this  “budget-type”  ap¬ 
plication  is  to  augment  Applicant’s  abil¬ 
ity  to  act  with  reasonable  dispatch  in 
contracting  for  and  connecting  to  its 
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pipeline  system  new  supplies  of  natural 
gas  in  various  producing  areas  generally 
coextensive  with  said  system. 

Applicant  will  finance  the  cost  of  the 
proposed  facilities  from  current  working 
funds.  No  new  or  additional  sale  of 
natural  gas  is  proposed. 

This  matter  is  one  that  should  be  dis¬ 
posed  of  as  promptly  as  possible  under 
the  applicable  rules  and  regulations  and 
to  that  end: 

Take  further  notice  that,  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
Federal  Power  Commission  by  sections  7 
and  15  of  the  Natural  Gas  Act,  and  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  on  June  8, 
1961,  at  9:30  a.m.,  e.d.s.t.,  in  a  Hearing 
Room  of  the  Federal  Power  Commission, 
441  G  Street  NW.,  Washington,  D.C., 
concerning  the  matters  involved  in  and 
the  issues  presented  by  such  application: 
Provided,  however.  That  the  Commission 
may,  after  a  non-contested  hearing,  dis¬ 
pose  of  the  proceedings  pursuant  to  the 
provisions  of  §  1.30(c)  (1)  or  (2)  of  the 
Commission’s  rules  of  practice  and  pro¬ 
cedure.  Under  the  procedure  herein  pro¬ 
vided  for,  unless  otherwise  advised,  it 
will  be  unnecessary  for  Applicant  to  ap¬ 
pear  or  be  represented  at  the  hearing. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.C.,  in  accordance 
with  the  rules  of  practice  and  procedure 
(18  CFR  1.8  or  1.10)  on  or  before  May 
29,  1961.  Failure  of  any  party  to  appear 
at  and  participate  in  the  hearing  shall  be 
construed  as  waiver  of  and  concurrence 
in  omission  herein  of  the  intermediate 
decision  procedure  in  cases  where  a 
request  therefor  is  made. 

Joseph  H.  Gutride, 

Secretary. 

IF.R.  Doc.  61-4387;  Piled,  May  11,  1961; 

8:49  a.m.] 


[Docket  Nos.  CP60-81,  0-4610] 

TEXAS  EASTERN  TRANSMISSION 
CORP.  ET  AL. 

Notice  of  Change  of  Time  of  Hearing 

May  8, 1961. 

Texas  Eastern  Transmission  Corpora¬ 
tion  and  New  York  State  Natural  Gas 
Corporation,  Docket  No.  CP60-81; 
Transcontinental  Gas  Pipe  Line  Cor¬ 
poration  and  Texas  Eastern  Transmis¬ 
sion  Corporation,  Docket  No.  G-4610. 

Take  notice  that  pursuant  to  the  au¬ 
thority  conferred  upon  the  Federal 
Power  Commission  by  sections  7  and  15 
of  the  Natural  Gas  Act  and  the  Com¬ 
mission’s  rules  of  practice  and  procedure, 
the  hearing  to  be  held  on  June  5,  1961 
at  10:00  a.m.,  e.d.s.t.,  as  set  forth  in  our 
order  of  April  13,  1961,  in  the  instant 
dockets  is  hereby  changed  to  June  5, 
1961  at  9:30  a.m.,  e.d.s.t.:  Provided,  how¬ 
ever,  That  the  Commission  may,  after  a 
non-contested  hearing,  dispose  of  the 
proceeding  pursuant  to  the  provisions  of 
§  1.30(c)  (1)  or  (2)  of  the  Commission’s 
rules  of  practice  and  procedure.  Under 
the  procedure  herein  provided  for,  unless 
otherwise  advised,  it  will  be  unnecessary 
for  the  Applicants  to  appear  or  be  repre¬ 


sented  at  the  hearing.  Failure  of  any 
party  to  appear  at  and  participate  in 
the  hearing  shall  be  construed  as  waiver 
of  and  concurrence  in  omission  herein  of 
the  intermediate  decision  procedure  in 
cases  where  .a  request  therefor  is  made. 

Joseph  H.  Gutride, 
Secretary. 

[F.R.  Doc.  61-4388;  Filed,  May  11,  1961; 

8:49  a.m.] 

[Docket  No.  CP61-107] 

UNITED  FUEL  GAS  CO.  ET  AL. 

Notice  of  Application  and  Date  of 
Hearing 

May  8,  1961. 

United  Fuel  Gas  Company,  Amere 
Gas  Utilities  Company,  and  Atlantic 
Seaboard  Corporation;  Docket  No. 
CP61-107. 

Take  notice  that  on  October  5,  1960, 
United  Fuel  Gas  Company  (United)  and 
Amere  Gas  Utilities  Company  (Amere), 
West  Virginia  corporations,  and  Atlantic 
Seaboard  Corporation  (Atlantic) ,  a 
Delaware  corporation,  subsidiaries  of 
The  Columbia  Gas  System  Inc.,  each 
having  its  principal  place  of  business  in 
Charleston,  West  Virginia,  filed  on  Octo¬ 
ber  5,  1960,  a  joint  application,  and  on 
December  9,  1960,  and  February  1,  1961, 
supplements  thereto,  pursuant  to  section 
7  (b)  and  (c)  of  the  Natural  Gas  Act, 
for  permission  and  approval  for  Atlantic 
to  abandon,  by  sale  to  United,  certain 
of  its  natural  gas  transmission  facilities 
in  Kentucky  and  West  Virginia  subject 
to  the  jurisdiction  of  this  Commission 
and  to  terminate  the  wholesale  sale  and 
delivery  of  natural  gas  to  Amere  and 
Zebulon  Gas  Association,  Inc.  (Zebulon) , 
and  also  permission  and  approval  for 
Amere  to  abandon,  by  merger  with  and 
into  United,  its  natural  gas  transmission 
facilities  subject  to  the  jurisdiction  of 
this  Commission,  and  to  terminate  the 
wholesale  sale  and  delivery  of  natural 
gas  to  Bluefield  Gas  Company  (Blue- 
field) ;  and  for  a  certificate  of  public 
convenience  and  necessity  authorizing 
United  to  acquire  and  operate  the  facil¬ 
ities  proposed  to  be  abandoned  by 
Atlantic  and  Amere,  to  make  wholesale 
sale  and  delivery  of  natural  gas  to  Zebu¬ 
lon  and  Bluefield  and  also  authorizing 
United  to  construct  and  operate  a  meas¬ 
uring  and  regulating  station  for  the 
wholesale  sale  and  delivery  of  natural 
gas  to  Atlantic  at  the  Virginia-West 
Virginia  State  Line,  where  it  will  sell  gas 
to  Atlantic  instead  of  the  present  Bold- 
man  point  of  delivery,  all  as  more  fully 
set  forth  in  the  application  which  is  on 
file  with  the  Commission  and  open  for 
public  inspection. 

The  facilities  which  Atlantic  proposes 
to  abandon  and  sell  and  United  proposes 
to  acquire  and  operate  are  described  in 
the  application  as  follow's: 

1.  Approximately  139.5  miles  of  20" 
gas  transmission  pipeline  (Line  KA-20") 
extending  in  an  easterly  direction  from 
Boldman  Compressor  Station,  Pike 
County,  Kentucky  to  the  Virginia-West 
Virginia  State  Line. 

2.  Approximately  12.6  miles  of  4"  gas 
transmission  pipeline  (Line  KB)  ex¬ 


f 


tending  in  a  southerly  direction  fnan 
point  of  interconnection  on  Atlanb#.* 
Line  KA-20"  to  the  Virginia-West 
gina  State  Line  near  Peterstown,  Mon" 
roe  County,  West  Virginia.  ’ 

3.  Boldman  Compressor  Station  sit 
uate  in  Pike  County,  Kentuc^,  consisL 
ing  of  two  (2)  2,000  horsepower  and  two 
(2)  1,000  horsepower  gas  engine  drivm 
compressor  units,  together  with  all  pin, 
ing,  auxiliary  equipment,  structures  mh 
properties  appurtenant  thereto  and 
ized  in  connection  with  the  operation 
Boldman  Compressor  Station. 

4.  Huff  Creek  Compressor  Station  sit 
uate  in  Wyoming  County,  West  Vlrgink 
consisting  of  one  880  horsepower^ 
two  800  horsepower  gas  engine  driven 
compressor  units,  togther  with  idl  i^p. 
ing,  auxiliary  equipment,  structures  and 
properties  appurtenant  thereto  and  util, 
ized  in  connection  with  the  operation  of 
Huff  Creek  Compressor  Station. 

5.  Flat  Top  Compressor  Station  situ- 
ate  in  Summers  County,  West  Virginii, 
consisting  of  four  800  horsepower  gas  en¬ 
gine  driven  compressor  units,  togeOier 
with  all  piping,  auxiliaiy  equipment, 
structures  and  properties  appurtenant 
thereto  and  utilized  in  connection  with 
the  operation  of  Flat  Top  Compressor 
Station. 

Amere  proposes  to  abandon  and  United 
proposes  to  acquire  all  of  Amere’s  natu¬ 
ral  gas  plant  by  merger,  which  plant  con- 
sists  primarily  of  distribution  facilities 
located  in  three  separate  areas  contigu¬ 
ous  to  Atlantic’s  20-inch  pipeline  in 
West  Virginia.  The  applicants  allege 
that  there  will  be  no  abandonment  of 
the  services  presently  rendered  by 
Amere’s  existing  facilities  as  a  resulted 
the  proposed  merger,  but  that  following 
such  merger,  all  Amere’s  existing  sen- 
ices  will  be  continued  by  United. 

The  estimated  cost  of  the  proposed 
measuring  and  regulating  station  will  be 
$49,000  which  United  proposes  to  finance 
with  cash  generated  from  operations. 
United  proposes  to  finance  the  merger 
of  Amere  by  issuing  such  number  of 
shares  of  United’s  capital  stock  as  sM  j 
^ual  the  par  value  of  Amere’s  outstand- 1 
ing  capital  stock,  the  installment  promis- 
sory  notes  of  Amere  to  remain  tmehanged 
by  virtue  of  the  merger  will  beccane  the 
obligation  of  United.  Further,  United 
proposes  to  reimburse  Atlantic  for  tiie 
assets  and  properties  secured  by  the  is¬ 
suance  of  installment  promissory  notes 
in  an  aggregate  principal  amount  equal 
to  the  value  of  the  assets  acquired.  At¬ 
lantic  will  then  deliver  such  notes  to  its 
parent.  The  Columbia  Gas  System,  Inc, 
as  prepayment  of  an  equal  amount  owed 
by  Atlantic  to  the  parent  company.  It  is 
alleged  that  the  net  book  value  of  these 
assets  was  $6,378,896  as  of  December  31 
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1959.  ^ 

Applicants  allege  that  the  proposed  ^ 
merger  of  Amere,  primarily  a  retail  dis¬ 
tribution  company,  into  United  will  elim-  ^ 
inate  a  separate  corporate  entitity,  pres-  ® 
ently  subject  to  the  jurisdiction  of  both 
this  Commission  and  the  West  Virginia  p 
Public  Service  Commission.  Applicants  ^ 
further  allege  that  the  proposed  merges 
will  place  all  the  Charleston  Group  C(®- 
panies’  retail  distribution  operations  is 
West  Virginia  under  the  direction  and 
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ntxol  of  a  single  operating  subsidiary, 
^ting  to  attendant  operating  eco- 
'^cs.  Applicants  further  allege  that 
the  proposed  acquisition  of  transmission 
f^ties  by  United  from  Atlantic  will 
a^lse  unitize  into  a  single  operating 
^dlary  (United)  those  facilities  which 
^directly  related  and  utilized  in  At- 
^tic’s  eating  wholesale  sale  to  Amere, 
^eby  eliminating  the  separate  owner- 
of  transmission  facilities  between 
Onited’s  existing  retail  market  and  those 
to  be  acquired  from  Amere. 

Take  further  notice  that  pursuant  to 
the  authority  contained  in  and  subject 
to  the  jurisdiction  conferred  upon  the 
federal  Power  Commission  by  sections 
7  and  15  of  the  Natural  Gas  Act  and  the 
commission’s  rules  of  practice  and  pro¬ 
cedure,  a  hearing  will  be  held  on  July  5, 
1961,  at  10:00  a.m.,  e.djs.t.,  in  a  heai’ing 
loom  of  the  Federal  Power  Commission, 
441  G  Street  NW.,  Washington,  D.C., 
concerning  the  matters  involved  in  and 
the  issues  presented  by  such  applications. 

Portests  or  petitions  to  intervene  may 
be  fil^  with  the  Federal  Power  Com¬ 
mission,  Washington  25,  D.C.,  in  accord¬ 
ance  with  the  rules  of  practice  and 
procedure  (18  CFR  1.8  or  1.10)  on  or 
before  June  22,  1961. 

Joseph  H.  Outride, 
Secretary. 

[PB.  Doc.  61-4389;  Filed,  May  11,  1961; 

8:49  a.m.] 

SECURITIES  AND  EXCHANGE 
COMMISSION 

[Pile  No.  70-3966] 

INDIANA  AND  MICHIGAN  ELECTRIC 
CO. 

Notice  of  Filing  of  Application  Re¬ 
garding  Issue  and  Sale  of  Deben¬ 
tures 

May  5, 1961. 

Notice  is  hereby  given  that  Indiana  & 
Michigan  Electric  Company,  Fort  Wayne, 
Ind.  (“Indiana  &  Michigan”) ,  an  electric 
utility  subsidiary  company  of  American 
Electric  Power  Company,  Inc.,  a  regis¬ 
tered  holding  company,  has  filed  with 
this  Commission  an  application,  pur¬ 
suant  to  the  Public  Utility  Holding  Com¬ 
pany  Act  of  1935  (“Act”) ,  regarding  a 
proposal  to  issue  and  sell  debentures  and 
has  designated  section  6(b)  of  the  Act 
and  Rules  42  and  50  promulgated  there¬ 
under  as  applicable  to  the  proposed 
transactions. 

All  interested  persons  are  referred  to 
the  application  on  file  at  the  office  of  the 
Cwnmission  for  a  statement  of  the  trans¬ 
actions  therein  proposed,  which  are  sum¬ 
marized  as  follows : 

Indiana  &  Michigan  proposes  to  issue 
and  sell,  pursuant  to  the  competitive 
bidding  requirements  of  Rule  50  promul¬ 
gated  under  the  Act,  $20,000,000  prin¬ 
cipal  amount  of _ percent  Sinking 

Pund  Debentures  due  1986.  The  interest 
rate  on  the  debentures  (which  shall  be  a 
multiple  of  Ya  of  1  percent)  and  the  price 


(exclusive  of  accrued  interest)  to  be  paid 
to  the  company  (which  shall  be  not  less 
than  100  percent  and  not  more  than 
102%  percent  of  the  principal  amount 
thereof)  will  be  fixed  by  the  competitive 
bidding.  The  debentures  will  be  issued 
pursuant  to  the  provisions  of  an  Agree¬ 
ment,  to  be  dated  June  1,  1961,  with 
United  States  Trust  Company  of  New 
York,  Trustee. 

Indiana  &  Michigan  will  apply  the  net 
proceeds  to  the  prepayment  of  $20,000,- 
000  face  amount  of  its  short-term  notes 
held  by  banks. 

The  filing  is  not  complete  as  to  certain 
fees  and  expenses  to  be  incurred  by 
Indiana  &  Michigan,  and  as  to  the  fees 
and  expenses  of  independent  counsel  for 
the  successful  bidders.  Such  informa¬ 
tion  is  to  be  supplied  by  amendment  to 
the  application. 

The  application  states  that  the  pro¬ 
posed  issue  and  sale  of  debentures  is 
subject  to  the  jurisdiction  of  the  Public 
Service  Commission  of  Indiana  and  the 
Michigan  Public  Service  Commission, 
and  that  the  respective  orders  of  such 
commissions  will  be  made  a  part  of  the 
record  by  amendment  to  the  application. 

Notice  is  further  given  that  any  in¬ 
terested  person  may,  not  later  than  May 
24,  1961,  request  in  writing  that  a  hear¬ 
ing  be  held  in  respect  of  such  matters, 
stating  the  nature  of  his  interest,  the 
reasons  for  such  request,  and  the  issues 
of  fact  or  law  which  he  desires  to  contro¬ 
vert;  or  he  may  request  that  he  be  noti¬ 
fied  should  the  Commission  order  a  hear¬ 
ing  thereon.  Any  such  request  should  be 
addressed:  Secretary,  Securities  and  Ex¬ 
change  Commission,  Washington  25,  D.C. 
At  any  time  after  said  date  the  Com¬ 
mission  may  grant  the  application,  as 
amended,  as  provided  by  Rule  23  pro¬ 
mulgated  under  the  Act;  or  the  Com¬ 
mission  may  grant  exemption  from  its 
general  rules  and  regulations  as  pro¬ 
vided  by  Rules  20(a)  and  100  thereof,  or 
take  such  other  action  as  it  deems 
appropriate. 

By  the  Commission. 

[SEAL]  ORVAL  L.  DuBOIS, 

Secretary. 

[PR.  Doc.  61-4382;  Filed,  May  11,  1961; 
8:48  a.m.] 

SMALL  DUSINESS  ADMINISTRA¬ 
TION 

[Delegation  of  Authority  30-IV-5  (Rev.  4), 
Arndt.  2] 

BRANCH  MANAGER,  BALTIMORE, 
MARYLAND 

Delegation  Relating  to  Financial  As¬ 
sistance,  Procurement  and  Techni¬ 
cal  Assistance  and  Administrative 

Functions 

Delegation  of  Authority  No.  30-IV-5 
(Revision  4),  as  amended  (25  F.R.  6548 
and  8588) ,  is  hereby  further  amended  by 
deleting  section  II  in  its  entirety  and 
substituting  the  following  in  lieu  thereof : 


n.  The  authority  delegated  herein 
may  not  be  redelegated,  except  I.A.5  and 
I.B.  which  may  be  redelegated. 

Effective  date:  February  20,  1961. 

Clarence  P.  Moore, 
Regional  Director, 
Richmond  Regional  Office. 

[F.R.  Doc.  61-4399;  Piled.  May  11,  1961; 
8:50  a.m.] 


[Delegation  of  Authority  No.  30-1 V-7 
(Rev.  2),  Arndt.  1] 

BRANCH  MANAGER,  CHARLOTTE, 
NORTH  CAROLINA 

Delegations  Relating  to  Financial  As¬ 
sistance,  Procurement  and  Techni¬ 
cal  Assistance,  and  Administrative 

Functions 

Delegation  of  Authority  No.  30-IV-7 
(Revision  2),  25  F.R.  8241,  is  hereby 
amended  by  deleting  section  n  in  its 
entirety  and  substituting  the  following 
in  lieu  thereof: 

II.  The  authority  delegated  herein 
may  not  be  redelegated,  except  1.A.5  and 
I.B.  which  may  be  redelegated. 

Effective  date:  February  20, 1961. 

Clarence  P.  Moore, 
Regional  Director, 
Richmond  Regional  Office. 

[F.R.  Doc.  61-4400;  PUed,  May  11,  1961; 

8:50  a.m.] 

[Declaration  of  Disaster  Area  322] 

ARKANSAS 

Declaration  of  Disaster  Area 

Whereas,  it  has  been  reported  that 
during  the  month  of  April  1961,  because 
of  the  effects  of  certain  disasters,  damage 
resulted  to  residences  and  business  prop¬ 
erty  located  in  Craighead  and  Lawrence 
Counties  in  the  State  of  Arkansas; 

Whereas,  the  Small  Business  Adminis¬ 
tration  has  investigated  and  has  received 
other  reports  of  investigations  of  condi¬ 
tions  in  the  areas  affected; 

Whereas,  after  reading  and  evaluating 
reports  of  such  conditions,  I  find  that  the 
conditions  in  such  areas  constitute  a 
catastrophe  within  the  purview  of  the 
Small  Business  Act. 

Now,  therefore,  as  Administrator  of  the 
Small  Business  Administration,  I  hereby 
determine  that: 

1.  Applications  for  disaster  loans  under 
the  provisions  of  section  7(b)  of  the 
Small  Business  Act  may  be  received  and 
considered  by  the  Offices  below  indicated 
from  persons  or  firms  whose  property, 
situated  in  the  aforesaid  Counties  and 
areas  adjacent  thereto,  suffered  damage 
or  destruction  resulting  from  wind  and 
accompanying  conditions  occurring  on 
or  about  April  25,  1961. 

Offices — 

Small  Business  Administration  Regional 
Office. 

Fidelity  Building. 

1000  Main  Street, 

Dallas  2,  Tex. 
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Small  Business  Administration  Branch 
Office. 

Rector  Building,  Room  620. 

405  West  Third  Street, 

Little  Rock,  Ark. 

2.  Applications  for  disaster  loans  un¬ 
der  the  authority  of  this  Declaration  will 
not  be  accepted  subsequent  to  November 
30,  1961. 

Dated;  May  2,  1961. 

John  E.  Horne, 
Administrator. 

[P.R.  Doc.  61-4469;  Filed,  May  11,  1961; 

11:25  a.m.j 

INTERSTATE  COMMERCE 
COMMISSION 

FOURTH  SECTION  APPLICATIONS 
FOR  RELIEF 

May  9, 1961. 

Protests  to  the  granting  of  an  appli¬ 
cation  must  be  prepared  in  accordance 
with  Rule  40  of  the  general  rules  of  prac¬ 
tice  (49  CFR  1.40)  and  filed  within  15 
days  from  the  date  of  publication  of  this 
notice  in  the  Federal  Register. 

Long-and-Short  Haul 

PSA  No.  37117:  Substituted  service — 
PRR,  et  al.,  for  Middle  Atlantic  Trans¬ 
portation  Co.,  Inc.  Piled  by  Middle 
Atlantic  Conference,  Agent  (No.  32), 
for  interested  carriers.  Rates  on  prop¬ 
erty  loaded  in  highway  trailers  and 
transported  on  railroad  flat  cars,  between 


Pittsburgh,  Pa.,  on  the  one  hand,  and 
Boston,  East  Cambridge,  and  Worcester, 
Mass.,  and  Providence,  R.I.,  and  Kearny, 
N.J.,  on  the  other,  on  traffic  originating 
at  or  destined  to  such  points  or  points 
beyond  as  described  in  the  application. 

Grounds  for  relief :  Motor-truck  com¬ 
petition. 

Tariff:  Middle  Atlantic  Conference, 
Agent,  tariff  I.C.C.  15,  MF-I.C.C.  A-1212. 

PSA  No,  37118:  Substituted  service — 
LV  for  Boss-Linco  Lines,  Inc.  Filed  by 
Middle  Atlantic  Conference,  Agent  (No. 
33),  for  interested  carriers.  Rates  on 
property  loaded  in  highway  trailers  and 
transported  on  railroad  flat  cars,  be¬ 
tween  Buffalo,  N.Y.,  on  the  one  hand, 
and  Jersey  City  and  Newark,  N.J.,  on  the 
other,  on  traffic  originating  at  or  des¬ 
tined  to  such  points  or  points  beyond  as 
described  in  the  application. 

Grounds  for  relief:  Motor-truck  com¬ 
petition. 

Tariff:  Middle  Atlantic  Conference, 
Agent,  tariff  I.C.C.  15,  MF-I.C.C.  A-1212. 

PSA  No.  37119:  Petroleum  products 
from  Montana  points.  Filed  by  The 
Chicago,  Milwaukee,  St.  Paul  and  Pa¬ 
cific  Railroad  Company  (No.  4098) , 
Great  Northern  Railway  Company  (No. 
1074) ,  and  the  Northern  Pacific  Railway 
Company  (No.  118),  jointly  for  them¬ 
selves,  and  interested  carrier.  Rates  on 
topped  or  reduced  crude  petroleum  oil 
and  refinery  cracking  stock,  as  described 
in  the  application,  in  tank-car  loads, 
from  Billings,  East  Billings,  Laurel  and 
Great  Falls,  Mont.,  to  Minneapolis,  Min¬ 
nesota  Transfer,  St.  Paul,  Refinery  Spur 
(St.  Paul  Park),  Alford,  Wrenshall, 
Minn.,  and  Superior,  Wis. 


Grounds  for  relief:  Cross-coimb, 
competition.  ^ 

Tariffs:  Supplement  2  to  Northern  p# 
cific  Railroad  tariff  I.C.C.  9977  aw 
other  schedules  named  in  the  appu^ 
tion. 

PSA  No.  37120:  Class  and  commodu* 
rates  from  and  to  Camp  Lejeune  Hr 
Piled  by  O.  W.  South,  Jr.,  Agent  dfe' 
A4095),  for  interested  rail  caxrieR 
Rates  on  various  commodities  in  car- 
loads,  and  less-than-carloads  (othe 
than  coal  and  coke) ,  between  Camp  I4. 
jeune,  N.C.,  on  the  one  hand,  and  points 
in  the  United  States  and  Canada,  on  tlw 
other. 

Grounds  for  relief :  New  station  and 
grouping. 

PSA  No.  37121:  Tea  from  North  AU 
lantic  ports  to  official  territory  points 
Filed  by  Traffic  Executive  AssociatW 
Eastern  Railroads,  Agent  (No.  EJl, 
2577) ,  for  interested  rail  carriers.  Rata 
on  tea  or  tea  dust,  in  carloads,  fn® 
North  Atlantic  ports  and  points  group® 
therewith,  to  specified  points  in  Tninpis 
Indiana,  Kentucky,  Minnesota,  Ohio  and 
Wisconsin. 

Grounds  for  relief:  Port  competitioii 
with  Gulf  and  south  Atlantic  ports,  and 
maintain  port  relationships. 

Tariffs:  Supplement  64  to  Traffic  Ex¬ 
ecutive  Association-Eastern  Railroads 
tariff  I.C.C.  C-15,  and  other  schedules 
named  in  the  application. 

By  the  Commission. 

[SEAL]  Harold  D.  McCoy, 

Secretary. 

[F.R.  Doc.  61-4390;  Filed,  May  11,  1981; 
8:49  a.m.] 
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